, lume XXXI Number 6 


The Journal 


litical Economy 


PUBLISHED BY THE UNIVERSITY OF CHICAGO 


DECEMBER 1923 


German Taxation Policy in the World-War R. R. Kuczynski 
Value and the Larger Economics. II Frank A. Fetter 
Sixteenth-Century Religious Thought. III R. H. Tawney 
German Commerce in the Middle Ages J. Wesley Hoffmann 
The Gyppo System E. B. Mittelman 
The Supreme Court and Minimum Wage — Edward Berman 


Two Classics on Consumers’ Co-operation Paul H. Douglas 


Book Reviews and Notices 


s A Critique of Economics (Copeland), 862.—Watxktn’s An Introduction to the Study of Labor 
Py ” Groat). 866 Bowtr’s Sharing Profits with Emplo r»yees (Hitchee rch), 860 The Twelve- 
Mou tin Industry (Millis), 873 MacGarr’s T he Rural Community (Young), 875. 


Books Received 


THE UNIVERSITY OF CHICAGO PRESS 
CHICAGO, ILLINOIS, U.S.A. 
THE CAMBRIDGE UNIVERSITY PRESS, Lonpon 


THE MARUZEN-KABUSHIKI-KAISHA, Tokyo, Osaka, Kyoto, Fukuoka, SENDAI 
THE MISSION BOOK COMPANY, SHANGHAI 





December, 1923 Vol XXXI, No. § 


The 
Journal of Political Economy 


EDITED BY THE DEPARTMENT OF POLITICAL ECONOMY OF THE 
UNIVERSITY OF CHICAGO 


The Journal of Political Economy is published bi-monthly, by the University of Chicago at the Uni 
versity of Chicago Press, 5750 Ellis Avenue, Chicago, Illinois. The subscription price is $4.00 per year; 
the price of single copies is 75 cents. Orders for service of less than a half-year will be charged at the single 
copy rate. {J Postage is prepaid by the publishers on all orders from the United States, Mexico, Cuba, 
Porto Rico, Panama Canal Zone, Republic of Panama, Dominican Republic, El Salvador, Argentina, Bolivia, 
Brazil, Colombia, Costa Rica, Ecuador, Guatemala, Honduras, Nicaragua, Peru, Hawaiian Islands, Philip” 
pine Islands, Guam, Samoan Islands, and Spain. { Postage is charged extra as follows: for Canada, a5 
cents on annual subscriptions (total $4.25); on single copies 4 cents (total 79 cents); for all other coun 
tries in the Postal Union, 35 cents on annual subscriptions (total $4.35), on single copies 6 cents (total 
81 cents). { Patrons are requested to make all remittances payable to the University of Chicago Press 


in postal or express money orders or bank drafts. 


The following are authorized to quote the prices indicated: 


For the British Empire: The Cambridge University Press, Fetter Lane, London, E.C. 4, England, 
Yearly subscriptions, including postage, £1 2s. each; singic copies, including postage, 4s. each. 

For Japan and Korea: The Maruzen-Kabushiki-Kaisha, 11 to 16 Nihonbashi Tori Sanchome, 
Tokyo, Japan. Yearly subscriptions, including postage, Yen 9.15; single copies, including postage, 
Yen 1.70. 

For China: The Mission Book Company, 13 North Szechuen Road, Shanghai. Yearly subscrip. 
tions, $4.00; single copies, 75 cents, or their equivalents in Chinese money. Postage, extra on yearly 7 
subscriptions 35 cents, on single copies 6 cents. 


Claims for missing numbers should be made within the month following the regular month of pub ; 
lication. The publishers expect to supply missing numbers free only when losses have been sustained if 


transit and when the reserve stock will permit. 
Business Correspondence should be addressed to The University of Chicago Press, Chicago, Ill. 


Communications for the editors and manuscripts should be addressed to the Editors of Tae JOURNAL | 
oF PotiticaL Economy, The University of Chicago, Chicago, Ill. 


Entered as second-class matter, January 16, 1893, at the Post-office at Chicago, Illinois, under the Act of March 3, 1879. 
Acceptance for mailing at special rate of postage provided for in Section 1103, Act of October 3, 1917, authorized @8 


July 15, 1918 


PRINTED IN THE U.S.A. 











THE JOURNAL 


POLITICAL ECONOMY 


December 1923 


GERMAN TAXATION POLICY IN 
THE WORLD-WAR’ 


I. THE TAX LAWS OF 1916 


In the fiscal year 1913,? the tax receipts of the German empire 
amounted to 1,659 million marks. In consequence of the blockade 
and the suspension of most duties on food and fodder, the custom 
receipts dropped after the outbreak of the war, and the tax 
revenues amounted in the fiscal year 1914, one-third of which 
was still a peace year, to only 1,567 million marks.’ Moreover, 
the enterprises operated by the empire which heretofore had 
surpluses, now had deficits.4 Nevertheless, the imperial govern- 

* The principal German sources used in preparing this article were: Kuczynski, 
Deutsche Kriegssteuer politik (Annalen fiir Soziale Politik und Gesetzgebung, 6. Band, S. 
278-338); Die Finanzen des Deutschen Reichs in den Rechnungsjahren 1914 bis 1918; 
Der kiinftige finansielle Bedarf des Reichs und seine Deckung (Verfassunggebende 
deutsche Nationalversammlung, Drucksachen Nr. 158, 760); Die finanszielle Lage 


des Reiches (Reichstag, 1. Wahlperiode 1920, Nr. 254); Reichshaushalterechnungen 
1913-18. 

* The German fiscal year runs, as that of Great Britain, from April 1 to March 
31. 

3 Excluding the receipts from the (non-recurrent) national defense contribution 
(Wehrbeitrag), a levy on property and income enacted in 1913. 

4The postal, telegraph, and telephone services of the empire had in 1913 a 
surplus of 55 millions; in 1914, a deficit of 57 millions. The imperial railways, viz., 
the railways of Alsace-Lorraine, had in 1913 a surplus of 14 millions; in 1914, a 
deficit of 34 millions (ordinary budget, extraordinary budget, and war expenses). 
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764 R. R. KUCZYNSKI 


ment did nothing at first to create new revenues. On March 1o, 
1915, the Secretary of the Treasury, Helfferich, who then 
delivered his maiden speech in the Reichstag, declared: “The 
Federated Governments .. . believe that they should not 
aggravate the already heavy burden of the war by new taxes or 
increases of taxes In his speech in the Reichstag by 
which he submitted the bill for the third war loan, on August 20, 
1915, he still took the same viewpoint: “‘We do not wish to 
increase by taxation during the war the tremendous burden 
which our people bear, so long as there is no compelling neces- 
sity.” With regard to the war-profits tax, which then was 
generally urged by public opinion, he said: “We believe that 
such a tax can only be levied after the war.” In the meantime, 
the war expenses had greatly enlarged. In August and in De- 
cember, 1914, 5 billions had been granted by the Reichstag; in 
March, August, and December, 1915, 10 billions; altogether 
40 billions. Of these 4o billions up to March, 1916, about 35 
billions had been spent. On the other hand, the yield of the 
three war loans had only been 25 billions. The revenues from 
customs duties, consumption taxes, and taxes on business transac- 
tions decreased continuously. In the fiscal year 1915, the tax 
receipts amounted to not more than 1,094 million marks;’ they 
were by 34 per cent lower than in 1913.7, At the same time, 
Great Britain had increased her tax receipts from £163 millions 
to £291 millions—that is to say, by 78 per cent—by raising her 
income tax (November, 1914, and again September, 1915), her 
beer tax (November, 1914), and many duties (November, 1914, 
on tea; September, 1915, on tea, sugar, tobacco, cocoa, coffee, 
chicory, dried fruits, motor spirits, and medicine labels), and by 
introducing a rather severe excess profits tax and high duties on 
motor cars, clocks, watches, musical instruments, and cinemato- 
graph films. 

It was only in the twentieth month of the war, on March 16, 
1916, that the Secretary of the Treasury, Helfferich, in submitting 

* Excluding the receipts from the national défense contribution. 


2 The deficit of the imperial postal, telegraph, and telephone services had 
increased to 83 millions; that of the imperial railways amounted to 26 millions. 


3 See Appendix. 
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the bill for the fourth war loan to the Reichstag declared it 
necessary after all to carry on an active taxation policy in war 
times. But what he asked for was, aside from a non-recurrent 
war-profits tax, a bunch of small taxes which were expected to 
yield about half a billion marks, and could at the best offset the 
decrease in the returns of the customs duties and the taxes on 
consumption and on business transactions. The Reichstag 
devoted much time to the discussion of those bills. It eliminated 
from the proposed war-profits tax the taxation of the excess 
profits of individuals, but taxed at the same time more severely 
the capital increment. The Reichstag rejected entirely the 
stamp on receipts proposed by the government and replaced it by 
a general sales stamp. It accepted, with slight changes in details, 
the increase of the tobacco taxes, the supplement to the post-office 
fees, and the extension of the stamp on bills of lading. The last 
debate took place on June 5, 1916, four days after Count Roedern 
had become Secretary of the Treasury. 

The war tax affected only those corporations which in the 
war years had earned on an average (1) more than 6 per cent of 
the capital paid in and at the same time, (2) at least 5,000 marks 
more than the average of the last peace years. The tax was 
graded according to the proportion of both the excess profits, 
and the total profits to the capital. A corporation which had an 
excess profit amounting to not more than 2 per cent of its capital 
and a total profit of not more than 8 per cent had to pay 10 per 
cent of this excess profit; a corporation having an excess profit of 
over 15 per cent and a total profit over 25 per cent paid 45 per 
cent of the excess profit. Individual persons had to pay this 
tax in case their property was larger at the end of 1916 or at 
least not smaller by more than ro per cent than at the end of 
1913. The tax on a property which had not increased was 1 per 
thousand at the most; it amounted to 5 per cent for the first 
10,000 marks of capital increment and to 50 per cent for all 
capital increment exceeding 1,000,000 marks. A _ multi- 
millionaire, who had spent an enormous war profit and possessed 
at the end of 1916 as many millions as at the end of 1913, had 
then to sacrifice only 1 per 1,000 of his property. Many wealthy 
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persons, in fact, were paying practically nothing. This war tax, 
nevertheless, yielded 4.8 billion marks, about one billion from 
corporations, and the rest from individuals. This was much 


TABLE I 


Tax REVENUES OF THE GERMAN EMPIRE IN EACH OF THE YEARS BEGINNING 
APRIL 1, 1913 to 1918 


(000’s Marks Omitted) 








1913 1914 rors 1916 1917 1918 





679,322 | 560,761 | 350,879 | 348,255 | 232,726 132,089 
11,415 13.523 13,534 18,183 17,132 21,936 
*Cigarette tax ° 54,798 83,765 | 132,051 | 238,085 
— —— -tax on cigarettes 100,950 270,306 | 438,500 
214,641 ‘ 194,668 163,828 183,864 
77,772 6 85,494 | 103,246 81,600 
*Tax on spirits ’ 73,150 19,597 29,216 
*Tax on acetic acid 799 687 8 8. 924 
*Wine tax . 159,590 
*Tax on sparkling wines... . . 30,348 
‘ax on minera! waters 18,111 
Tax on illuminants 15,072 10,707 18,357 
Match tax 20,131 18,314 22,873 
*Brewing — 130,005 : 78,458 33,934 
Stamp on play ying 2,004 1,792 60 2,803 
*Stamp on bills exchange. 19,616 11,637 10,513 
*Imperial stamps on: 
*a) Companies 6,819 27,237 21,926 32,737 59,323 
*b) Securities 43,383 15,004 6,416 7,212 14,175 
*c) Dividend- and interest- 
coupons 14,215 12,073 14,579 16,126 22,763 
*d) Business acquisitions. . 18,273 4,971 3,325 § 997 43,529 
e) Lottery tickets 53,451 26,406 31,582 38,786 57,930 
*f) Bills of ladi: 19,198 14,397 15,143 43,121 92,044 
mt Passenger tickets 24,305 ’ ’ 17,859 3,021 
) Motor vehicles licenses| 574 
*i) Directors fees 6,006 5 7,968 13,768 
*k) x. Turnover of com- 
moditi 


84,544 
362 


Turnover of money. 

1) Transfer of real estate. J 17,262 33,502 65,087 
m) Insurances 26,598 31,884 42,269 

—144 ae 

*Tax on passenger transport. 3 | 132,388 
*Tax on freight transport...|... 3 3 y. 64,525 159,259 
i 412,898 | 751,205 

7°9 474 


1,170 704 


146,750 | 235,680 
69,812 77,847 
oa (increment) tax. . 101,464 89,139 

*General sales tax 150,548 
National defense contribu- 

tion ® ® 19,520 . 1,209 


45,554 |4,842,710 | 791,797 
1,617,105 























1,660,101 |2,204,595 |1,40%,615 |1,491,099 |7,139,164 |5,032,.456 





* The duties marked with an asterisk have been introduced, modified, or abolished during the 
war. 
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more than the Treasury had anticipated,’ but very little in com- 
parison with the actual war profits realized at that time.” 

The idea of securing higher revenues for the empire from 
tobacco was correct as a matter of principle, and it was also a 
good plan that the new tobacco tax law tried to take into account 
the fiscal capability of the consumers. This was especially 
conspicuous in the war super-tax which intended to tax the 
cigarettes ad valorem, just as did the old cigarette tax which 
remained practically unchanged. But it was a bad mistake to 
levy the same amount from all cigarettes costing over 7 pfennig 
(13 pfennig tax and 2} pfennig super-tax) since, on account 
of the inflation, these more expensive cigarettes cut an ever 
increasing figure;3 and it was wrong not to tax altogether 
tobacco much heavier.* Before the war the tobacco taxes 
(duties, tobacco tax, cigarette tax) amounted on an average to 
17 or 18 per cent of the retail prices. This percentage was 
increased through the law of 1916 to not more than about 25 to 
28. Nevertheless, the hopes of the government as to the financial 
results of the new tobacco tax law were more than fulfilled. In 
the fiscal year 1913, the tobacco tax had yielded 11.4 million 
marks, the cigarette tax 42.7 millions and the customs duties on 
tobacco 131 millions. According to the estimate of the Treasury, 
the increased tobacco tax was to yield 13.7 millions, the war 
super-tax on cigarettes 87 millions, and the increased customs 
duties 166.6 millions. Though the new tobacco tax law came in 

* Helfferich, on May 31, 1916, said that the returns would “considerably 
exceed one billion;’”’ Roedern, in the spring of 1917 expected 2} billions. A similar 


serious underestimate occurred in Great Britain. The excess-profits duty of 
September, 1915, was expected to yield only £30 millions. 

*Elisha M. Friedman, International Finance and Its Reorganization, says 
(p. 148): “This tax was in effect a property tax rather than an increment tax.” 
This is an error. As far as it was a property tax, it probably did not yield much 
more than 100 million marks. 

3In 1915, 0.3 per cent of all the cigarettes cost more than 7 pfennig; in 1916, 
0.4 per cent; in 1917, 7.0 per cent; in 1918, 34.1 per cent. 

4 The German government wanted the tobacco taxes and duties to yield about 
300 million marks, that is less than Great Britain had levied in pre-war times 
(before the tax reform of 1915). 
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force as of July 1, 1916, the tobacco tax in the fiscal year 1916 
yielded a surplus of 4.6 millions as compared to 1915. The 
cigarette tax yielded a surplus of 17.6 millions and the war super- 
tax on cigarettes ror millions.t In the following years the 
revenues were still much higher, again on account of a further 
rise in prices. The tobacco tax yielded in 1917, 17.1 millions; 
in 1918, 21.9 millions; the cigarette tax in 1917, 132.1 millions; 
in 1918, 239.0 millions; and the war super-tax on cigarettes in 
1917, 270.4 millions; in 1918, 438.5 millions. The proceeds of 
the duties on tobacco have not been published by fiscal years, 
but from the data available it is evident that they reached a 
maximum in the fiscal year 1916.? 

While the receipts from the increased tobacco taxes very much 
exceeded the expectations of the government, the contrary was 
true of the general sales stamp (stamp on turnover of commodi- 
ties) which was intended to be the most important of the new 
recurrent taxes. The Treasury had estimated the annual 
revenues at 225 million marks. In fact, the stamp (which 
amounted to 1 per 1,000 of the selling price) yielded not more 
than that amount in the entire twenty-two months of its exist- 


ence (October 1, 1916, to July 31, 1918). 

The extraordinary duty to be levied together with the postal 
and telegraph fees* (it amounted to 2} pfennig for postal cards 
and local letters, 5 pfennig for other letters, 2 pfennig per word 


* Ernest Ludlow Bogart, War Costs and Their Financing (New York, 1921), 
says (p. 259): “The actual receipts were kept a secret as was every vital fact 
connected with German war finance.” This is a mistake. The receipts were 
regularly published by the government just as in pre-war times, and I have criticized 
the slightness of these receipts in various books and articles published in 1917 ff. 
If Bogart had the least knowledge of the immense literature on taxation published 
in Germany during the war, he never could have written (p. 261): ‘The only 
utterance on the actual returns from taxation was the cryptic statement of Count 
von Roedern in the Reichstag in March, 1918,” 

2 The returns were in the year ending June 30, 1916, 174.5 millions; June 30, 
IQI7, 227.1; June 30, 1918, 138.8; June 30, 1919, 106.6 millions. 

3 The introduction of a supplement to the post-office fees was preferred to a 
simple increase of such fees in order to secure also to the empire revenues from the 
postal systems of Bavaria and Wurttemberg which at that time were still independ- 
ent from the empire. 
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of telegrams, 10 per cent for telephone fees, etc.) yielded also 
much smaller returns than the government had expected. The 
Treasury had estimated the yearly revenue at 263 million marks. 
The proceeds for the first eight months, from August 1, 1916, to 
March 31, 1917, amounted to 89.6 millions only, and for the 
following fiscal year 1917, to 146.8 million marks. These receipts 
did not even suffice to offset the deficits in the postal, telegraph 
and telephone services which in 1916 were 128, and in 1917 349 
millions." 

The increase and extension of the stamp on bills of lading 
proved likewise to be a financial failure. It was to furnish a 
surplus of 65.7 millions; the actual surplus in the eight months 
from August, 1916, to March, 1917, was only 28 millions; that 
is to say, 33 millions per month instead of the expected 5} 
millions. And one must not overlook that the imperial railways 
had yielded in 1913 net earnings to the amount of 13.9 millions, 
while the years 1914, 1915, and 1916, had brought deficits of 
33.9, 25.9, and 16.1 millions. The stamp on passenger tickets 
yielded in those four years 24.3, 17.2, 15.2, and 17.9 millions. 
The total net income from the railways and the stamps on 
passenger tickets and on bills of lading was, in 1913, 57.4 millions, 
and in 1916 44.9 millions. The surplus from the stamp on bills 
of lading was then, in 1916, not even sufficient to offset the 
decrease in the revenues from the railway operation and the 
passenger ticket stamp. 

On the whole, the new recurrent taxes were a disappointment 
from a financial standpoint in spite of the big success of the war 
super-tax on cigarettes. In his speech in the Reichstag on 
May 31, 1916, Helfferich had declared that he expected from 
those new recurrent taxes, as framed by Parliament,’ 480 mil- 

* The British postal, telegraph, and telephone net revenue in the fiscal years 
1913-18 was: £5.2, 3.5, 5.4, 6.2, 6.6, 7.4 millions. 

*In view of the fact that the German people have been much blamed for the 
inadequate German taxation policy during war times, it deserves to be noted that 
the Reichstag in 1916 voted for more than the government had asked for. 


Helfferich himself said in his speech on May 31, 1916 (the very last day he was 
Secretary of the Treasury; he then became Secretary of the Interior): “Gentlemen, 
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lions for the fiscal year 1916 and 650 millions for a full year. 
The actual yield of those new taxes in the fiscal year 1916 was 
about 300 millions, and in the fiscal year 1917 about twice as 
much. 

Altogether, the empire’s revenues from recurrent taxes 
(excluding the national defense contribution and the war tax) 
amounted in 1916 to 1,426 millions only, against 1,094 millions 
in 1915, 1,567 millions in 1914, and 1,659 millions in 1913. The 
loss as compared with 1913 was then altogether 891 millions— 
an average of 297 millions. If we include the national defense 
contribution and the war tax, we obtain as total tax receipts 
in the four years 1,491, 1,402, 2,205, and 1,660 millions—a 
surplus over 1913 of altogether 117 millions,’ or 39 millions 
on an average. Asa matter of comparison it may be mentioned 
that in Great Britain the total tax receipts, calculated in marks, 
were 10.6 billions in the year 1916 against 5.9 billions in 1915, 
3.9 billions in 1914, and 3.3 billions in 1913. The gain for the 
first three years of the war was here altogether 10.4 billions or, 
on an average, 3.5 billions. Germany then had a surplus of only 
117 millions, Great Britain a surplus of 10,400 millions. The 
enormous increase of tax receipts in 1916 in Great Britain (4.6 
billions against 89 millions in Germany) is due to the fact that 
Great Britain in April, 1916, again raised the income tax, the 
excess-profits tax, the duties on sugar, cocoa, coflee, chicory, and 
introduced taxes on entertainments, matches, mechanical! 
lighters, table waters, cider, and a license duty on motor spirits.’ 

It has often been objected that this striking difference between 
the development of the tax revenues of the German empire and 
Great Britain was to a large extent offset by increasing tax 


the changes in the bills which your committee has made by way of a compromise 
had . . . . one advantage which, I trust, will be welcomed even by those gentlemen 
who have voted against it, that is, the increase of the returns. The returns, which 
we have proposed . . . . amounted from 500 to 520 million marks for a full 
You may now estimate the returns for a full year at 650 millions.” 

*If there had been no war, the surplus would certainly have exceeded 1,000 
millions, since the national defense contribution alone yielded 965 million marks in 
the years 1914-16. 

2 See Appendix. 
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revenues of the German states and municipalities. This, how- 
ever, is not true. In Prussia, for example, the tax revenues in 
the years 1913-16 amounted to 534, 523, 474, and 678 millions. 
The surplus in the years 1914-16 as compared with 1913 was then 
not more than 74 millions a!together. In Saxony, the tax 
receipts in the years 1913-16 were 95, 95, 89, and 86 millions. 
The years 1914-16 thus yielded even 15 millions less than 1913. 
In Berlin the tax receipts in those four years were 98, 92, 
98, 119 millions, an increase of 17 millions for 1914-16 against 
1913. Even in Essen where the munition industry was especially 
prosperous the increase in the tax receipts was not overwhelming, 
the receipts being 15, 15, 18, 23 millions—11 millions more in 
1914-16 as compared with 1913. All the German states and 
municipalities may have increased their tax revenues in 1914-16 
as compared with 1913 by a few hundred million marks, and one 
must not overlook that municipal taxes were also raised in Great 
Britain. 

On the whole, one may say about the German tax laws of 
1916: The war tax afiected only a small fraction of the well-to- 
do. If the financial result was after all much higher than was 
expected, this was due to the fact that war profits were much 
larger than the government, the Reichstag, and public opinion 
had anticipated at the time of the discussion of the bill. The 
tobacco duties were a financial success, especially the war super- 
tax on cigarettes, but this result was mainly due to the steady 
increase in prices. The three taxes on business transactions 
(the general sales stamp, the supplement to post-office fees, and 
the stamp on bills of lading) showed much smaller returns than 
had been expected. Altogether, the new recurrent taxes did 
not yield very much and were paid to a certain extent by the 
government itself, which bought a great deal of tobacco for the 
army* and indirectly (in the price of the munition, etc.) paid 
also a considerable fraction of the general sales stamp and the 
stamp on bills of lading. Moreover, these taxes were not fit to 


* At the time the tobacco tax bill was submitted to the Reichstag, the War 
Department claimed one-fourth of the total consumption. This percentage 
increased still in the ensuing years as the supply for the civilian population became 
more and more scarce. 
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form the basis of the necessary great reform of the financial 
system of the empire. The keystone of such a reform could only 
be an imperial income tax. But the unwillingness of the well-to- 
do to transfer the income tax from the (more plutocratic) states 
to the (more democratic) empire was still so strong at that time 
that it was then even impossible to introduce the proposed tax 
on the income increment of individuals. 


Il. THE TAX LAWS OF 1917 


The increase of the war debts in the fiscal year 1916" led the 
Secretary of the Treasury, Roedern, in the spring of 1917, to 
submit to the Reichstag a much larger bill of recurrent taxes 
than Helfferich had deemed necessary in 1916. Yet the new 
bill was very modest in comparison with the needs of the empire. 
Roedern demanded an extraordinary supplement to the war tax, 
a coal tax, and a traffic tax. The bills did not encounter much 
objection in the Reichstag and were adopted with nonessential 
modifications. 

The supplement to the war tax of 1916 was 20 percent. The 
Reichstag voted that in the case of taxpayers who had many 
children under eighteen years and had not a total fortune exceed- 
ing 100,000 marks, the supplement should be reduced or applica- 
tion. It was to be 15 per cent in case the taxpayer had three 
children, 10 per cent in the case of four children, 5 per cent in 
the case of five children, while with six children or more, no 
supplement whatever was to be paid. The Treasury had 
estimated the total yield of the supplement at about 450 million 
marks. It actually yielded almost 1 billion (the proceeds from 
the principal tax being 4.8 billions). As a supplement to the 
war tax of 1916, it affected only the same very restricted number 
of individuals and corporations. 

The coal tax amounted to 20 per cent on the price of the coal 
at the pit. The Reichstag demanded that in case a community 

* The credits granted by the Reichstag amounted to 12 billion marks in June 
and October, 1916, and to 15 bi'lions in February, 1917. War expenses in the 


fiscal year 1916 were about 30 billions, while the (fourth and fifth) war loans 
yielded 21 billions only. 





GERMAN TAXATION POLICY IN THE WORLD-WAR 773 


should furnish domestic fuel at reduced prices to occupiers of 
small dwellings, the coal bought for this purpose should be amaney 
from one-half of the tax. The government accepted this propo 
sition, but it proved impossible to carry it out; amd it was fo 
celed before it got into effect. The Treasury estimated the yield 
of the tax at 495 million marks. As the prices of the coal rose 
continuously,’ this estimate was almost reached in the fiscal 
year 1917 (which brought 413 million marks), although the law 
went into effect only on August 1, 1917. In the fiscal year 1918, 
the coal tax yielded not less than 751 millions. But one must not 
overlook that the empire had to pay itself a large part of the coal 
tax directly (railways, war ships, etc.) or indirectly in the prices, 
for the war materials which became more expensive in propor- 
tion to the coal tax.2. On the other hand, a part of the coal tax 
was paid by foreign countries. 

The law relating to the taxation of the passenger and freight 
traffic involved a tax which in the first railway class amounted 
to 16 per cent, in the second class to 14 per cent, in the third 
class to 12 per cent, in the fourth class to 10 per cent, for street 
cars to 6 per cent, and in the freight traffic to 7 per cent of the 
price of transportation. At the same time the stamp on pas- 
senger tickets was abolished and the stamp on bills of lading was 
again raised. The Treasury had estimated the surplus in the 
yield of the new taxation, as compared with the former stamps 
on passenger and freight traffic, at about 300 million marks, but 
as the tax from freight traffic went into effect only on August 1, 
1917, and the tax from railway passenger traffic only on April 1, 
19185 (the tax for street car traffic in many cases not earlier than 
July 1, 1918), the revenues from these taxes were very small in 
the fiscal year 1917. The total proceeds from traffic taxes and 

*The price per ton which had been 11.25 marks until March 1915, and 18.25 
marks from May 1, 1917, on, rose on August 1, 1917 (on account of the coal tax) 


to 21.90 marks, then on October 1, 1917, to 24.30 marks, on September, 1, 1918, 
to 20.85 marks, and on January 1, 1919, to 41.30 marks, 

* The coal tax also considerably increased the expenses of the German states 
(railways, etc.) and municipalities (gas works, electric works, etc.). 

' This delay was partly due to the passive resistance of the state railways. 
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stamps (taxes on passenger and freight traffic, stamps on pas- 
senger tickets and bills of lading) amounted to 176.4 millions in 
the fiscal year 1917 and 387.6 millions in the fiscal year 1918 as 
compared with 61.0 millions in the fiscal year 1916 (the 
increase in 1918 being partly due to an increase of railway rates). 
But at the same time the deficit of the imperial railways of 
16.1 millions in 1916 increased to 68.4 millions in 1917 and 
to go.o millions in 1918. Moreover, it must again be taken 
into account that a considerable part of these taxes was paid by 
the empire either directly in the cost of transportation of war 
materials, or indirectly by the corresponding price increase of 
goods purchased for the army. 

The current revenue receipts of the empire for the fiscal year 
1917 amounted to 2,286 million marks’ and were then higher than 
in 1913 by only 627 million marks. If we include the national 
defense contribution and the war tax, we find a surplus of 5,479 
million marks. But the surplus ‘n Great Britain was still larger. 
Her tax revenues were 9.2 billions higher in the fiscal year 1917 
than in 1913. The new rise of fiscal returns in Great Britain 
was due to an increase of the excess-profits tax, the tobacco 
duties and the tax on entertainments in May, 1917.? 

Altogether, the tax laws introduced by the empire in 1917 
were far more to the point than in 1916. It is true that again 
there was no general property tax, no general income tax, no 
comprehensive inheritance tax, not even a real war-profits tax 
on individuals. But on the other hand, there were none of those 
small indirect taxes which (as for instance the supplement to 
the post-office fees) made themselves disagreeably felt by the 
masses of the population every day without much helping the 
Treasury. The defect of the two new recurrent taxes was 
that a large part of their yield was actually paid by the empire 
itself and that the most important, the coal tax, resulted in 
inflation and in the long run was also bearable only with 
inflation. 

* Including ror million marks from the tax on capital increment enacted in 
1913, which became due for the first time in 1917. 


2 See Appendix. 
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Ill. THE TAX LAWS OF 1918 

In the spring of 1918,’ the Secretary of the Treasury, Roedern, 
submitted to the Reichstag a considerable number of new bills 
which, on the whole, followed the course of the tax laws of 1916 
He proposed a “corporation war tax for the fourth business year 
of war”’ of which he himself stated: ‘The bill follows closely the 
old war tax law.”” He submitted as an analogy to the tobacco 
taxes of 1916 which had increased the tobacco duties and the 
tobacco and cigarette tax, an increase of the beer tax and of the 
beer duty, an increase of the tax on sparkling wines, a wine tax, 
a tax on mineral waters and similar artificially prepared bever- 
ages, and an increase of the duties on coffee, tea, cocoa, and 
chocolate. He proposed an increase of the general sales tax 
(stamp) introduced in 1916 and an increase of the supplement to 
the post-office fees, likewise introduced in 1916. He left 
unchanged the stamp on bills of lading, as he had raised it 
already in 1917. What was new in the bills of 1918 was a spirits 
monopoly, the increase of the stamp on bills of exchange, and 
the increase and extension of the stock exchange taxes. 

The Reichstag accepted all those bills with changes in details 
and demanded, besides, the establishment of an Imperial Finance 
Court and a stronger control of the collection of duties and taxes 
by the empire.? Moreover, the Reichstag voted an extraordinary 
war tax from the increment in income and property of individuais. 
The returns of this tax were estimated at 1,200 millions. It 
taxed the difference between the peace income and the war income 
in so far as the war income (i.e., the income taxed in 1918 by 
the respective state) amounted to at least 14,000 marks and 
exceeded the amount of the last pre-war income assessment by 

* In the meantime the Reichstag had granted 15 billions in July and December, 


1917 and in March, 1918. The war expenses in the fiscal year 1917 were about 
45 billions, while the (sixth and seventh) war loans yielded 25 billions only. 


*Such a control was indeed most urgent. How pernicious the inefficient 
collection of the war tax of 1916-17 had been for the imperial finances may be 
concluded from the fact that the Finance Minister of Wurttemberg could state in 
discussing the war-tax bill of 1918: “If the war tax had been levied through the 
whole empire according to the methods applied in Wurttemberg, 9 billion marks 
should have been collected instead of the actual 5.5 billions.” 
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at least 4,000 marks. The tax began with 5 per cent for the first 
10,000 marks of the surplus income subject to the tax, and went 
up to 50 per cent to the extent that the taxabie surplus income 
exceeded 200,000 marks. The yield of this surplus income tax, 
which was a very modest war-profits tax, was estimated by the 
Treasury at 850 millions. The extraordinary war tax was 
further imposed upon the property of individuals who on De- 
cember 31, 1916, owned more than 100,000 marks. The tax 
amounted to 1 per 1,000 for the first 200,000 marks, and went up 
to 5 per 1,000 for that part of the property which exceeded 2 
million marks. The returns of this property tax, which was in 
fact a small general property tax, were estimated by the govern- 
ment at 350 millions. 

This tax on the increment in income and property of indi- 
viduals, suggested by the Reichstag, was amalgamated with the 
corporation war tax for the fourth business year of war proposed 
by the government into an ‘“‘extraordinary war tax for the fiscal 
year 1918.” The rates to be paid by corporations were some- 
what higher than in 1916-17, the minimum being 30 per cent, 
the maximum 80 per cent. But besides that, this tax applied, 
just as the previous tax, only to those corporations which in the 
fourth war year had earned (1) more than 6 per cent of the 
paid-in capital, and at the same time, (2) more than the average 
of the last peace years (reductions being granted in case the 
previous war years had yielded smaller profits than peace years). 
The corporation war tax had yielded for the first three war years 
altogether about 1,200 million marks. The government expected 
from the new tax, which referred to one year only, 600 millions. 
The yield of the war tax on individuals and on corporations has 
been published only ina lump sum. It amounted to 2.8 billions 
as compared with 1.8 billions expected by the Treasury. 

The new beer tax replaced the former taxation of the raw 
material (malt) by a taxation of the beverage. The breweries 
had from now on to pay a tax varying, according to their size, 
from 10 to 12.50 marks per hectoliter of ordinary beer. The beer 
duty was raised in proportion. The receipts of the empire from 
beer taxes and duties amounted in the fiscal year 1913 to 173.9 
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million marks. The Treasury assumed that the consumption 
of beer under the new tax would decrease by one-fourth, and 
estimated the future yield at 513.4 millions. But the beer tax 
which in 1913 by itself had yielded 130.0 millions, and which 
had dropped to 20.2 millions in 1917, did not furnish more than 
33-9 millions in 1918 (and 136.8 millions in 1919). 

The tax on sparkling wines was to be three marks for each 
bottle. Formerly that rate had applied only to bottles sold at 
more than 5 marks each, while bottles sold at from 4 to 5 marks 
had to pay a tax of 2 marks, and still cheaper bottles (and this 
was the great mass of the bottles) only 1 mark. Imported 
sparkling wines had to pay, as heretofore, a duty of 180 marks for 
100 kg. (about 3.40 marks per bottle) and, in addition, the tax 
of 3marks. The yield of this tax in 1913 was 9.5 millions. The 
Treasury estimated the decrease of consumption under the new 
tax at 10 per cent, and the total yield of the tax at 30 millions. 
This was, indeed, the amount which was realized in the fiscal 
year 1918 (in 1919, 35 millions). The returns from the duty, 
it is true, dwindled at the same time to a negligible quantity. 
They dropped from 3.3 millions in 1913 to 161,000 in 1918 
(in 1919, 2.0 millions). 

The wine tax, which had previously existed only in some of 
the southern German states (Wurttemberg, Baden, Alsace- 
Lorraine) was now to be an imperial tax. It amounted to 20 
per cent on the retail price. The duty on wine was raised, and 
imported wine had to pay, in addition, the 20 per cent tax. The 
Treasury estimated the total yield at 103.5 million marks 
(deducting an indemnity to be paid to the states having had 
wine taxes), but on account of the heavy increase of prices,’ the 
returns were 159.6 millions in 1918 (and 414.9 millions in 1919) 

The most important new tax, so far as beverages were con- 
cerned, was the spirits monopoly. It was to replace the excise 
tax which heretofore amounted to 1.25 marks per liter of alcohol 
The alcohol manufactured in Germany was now to be delivered 

*The value of the German must which in the average of the twelve years 


1902-13 had been 43 marks per liter was, in 1917 and 1918, 331 and 291 marks 
(1919, 640 marks). 
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from the distillery to the empire. The manufacture of plain 
brandy (from potatoes, etc.) and the trade in plain brandy were 
exclusively reserved to the empire. The administration of the 
monopoly was to sell this brandy to resellers, and to fix the prices 
in such a way that the Treasury got a net return of 8 marks per 
liter. (From October 1, 1918, until the introduction of the 
monopoly, which in fact took place one year after the war, the 
excise tax was to be raised to 8 marks per liter of alcohol.) An 
additional tax of 1 mark per liter of brandy was imposed on the 
fine brandy (made of grain, fruits, etc.) not manufactured by the 
monopoly administration. The customs duties were raised in 
proportion. The Treasury, expecting a decline of consumption 
to one-half, as compared with pre-war times, estimated the future 
receipts at 843 million marks, as against 194 millions in 1913. 
But, in the meantime, consumption dropped so much that 
receipts decreased to 19.6 millions in the fiscal year 1917, and 
they amounted to only 29.2 millions in 1918 (and 120.4 millions 
in 1919). Inconnection with the fiscal reform relating to spirits, 
the tax on acetic acid was raised from 0.30 to 1.60 marks per kg. 
of anhydrous acetic acid. The yield in 1913 had been 0.8 million 
marks. In 1917, it was only 0.3 million marks. The Treasury 
expected in the future 4.8 millions. The actual returns in 1918 
were 0.9 millions (and in 1919, 10.1 millions). 

The heavier taxation of all alcoholic beverages might have 
the effect that the population would take more than before to 
non-alcoholic beverages. In order to avoid damage to the 
Treasury, the Reichstag accepted the law relating to the taxa- 
tion of mineral waters and artificially prepared beverages and 
to the increase of duties on coffee and tea. The tax was 5 pfennig 
on 1 liter of mineral water, ro pfennig on 1 liter of lemonade and 
similar artificially prepared beverages, 1 mark on 1 liter of 
concentrated artificial lemonade, and 20 marks on the essential 
substance for producing 1 liter of concentrated artificial lemonade. 
The duty for roo kg. of raw coffee was raised from 60 marks to 
130 marks; for 100 kg. of roasted coffee, from 85 to 175 marks; 
for 100 kg. of tea, from 100 to 220 marks. The Reichstag rejected 
the increase of the duties on cocoa and chocolate. According to 





GERMAN TAXATION POLICY IN THE WORLD-WAR 1779 


the estimate of the Treasury, the yield from the tax on mineral 
waters, lemonades, etc., was to be about 29 millions. The actual 
receipts were 18.1 millions in the fiscal year 1918 (and 51.9 
millions in the fiscal year 1919). The returns from the customs 
duty on raw coffee had been in 1913 about 98 millions. On tea 
they had been 4 millions. The Treasury assumed a reduction 
in consumption of 25 per cent, and therefore the increased 
duties were expected to yield only a surplus of 65 million marks as 
compared with 1913. As the returns of these customs duties 
were not published separately, it is not possible to say whether 
the expectations were realized. 

The most important reform introduced in 1918 was the 
increase of the general sales tax. It amounted from now on to 
5 per thousand instead of 1 per thousand (the rate introduced in 
1916), and amounted for certain luxuries when sold by the retailer 
to 10 per cent; that is to say, in these cases, to 100 times the rate 
of 1916. The government expected a yield of 1 billion marks. 
Yet, on account of the inefficient collection, the actual yield from 
August 1, 1918, to March 31, 1919, was only 150.5 millions 
(and in the fiscal year 1919, in spite of an enormous increase of 
prices, not more than 823.4 millions). 

In discussing the supplement to the post-office fees of 1916, 
the Reichstag had rejected altogether the supplements to the ° 
rates for printed matter and for money orders, and had decreased 
the supplement for telephone service from 20 to ro per cent. | 
In its bill of 1918, the government on the whole re-established | 
the former propositions and, moreover, provided for very con- 
siderable supplements to almost all other fees (supplements to 
local letters up to 20 gm. 5 pfennig instead of 23 pfennig, above 
20 gm. 10 pfennig instead of 23 pfennig, to telegrams 3 pfennig 
per word instead of 2 pfennig, etc.). The Reichstag accepted 
the propositions of the government with practically no change. 
The Treasury expected an increase of the returns amounting to | 
125 million marks and total net receipts of 300 or 350 millions 
from the postal service, including the supplements to the post- { 
office fees. The actual returns from the supplements which in ' 
1917 had been 146.8 millions amounted in 1918 to 235.7 millions 
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(and in 1919 to 173.8 millions only). They were more than offset 
by the deficits of the imperial postal, telegraph, and telephone 
service (in 1917, 349 millions; in 1918, 105.8 millions. 

The stock exchange taxes were modified by the “law amending 
the imperial stamp law.”’ It raised the stamps on companies 
(applying to the incorporation and to the increase of capital), 
on the issue of bonds, on the turnover of securities, on com- 
mercial and industrial acquisitions, on directors’ fees, etc., and 
introduced a new stamp on the interests from bank deposits 
(turnover of money). The Treasury estimated the yield from 
this reform at about 210 million marks. The total returns in 
the fiscal year 1917 had been 116.6 millions (in 1913 only 89.8 
millions). They were 153.9 in 1918 (and 466.2 in 1919). 

The law amending the stamp on bills of exchange provided a 
raise of about 20 per cent. The yield in the fiscal year 1913 had 
been 19.6 millions and the Treasury expected an increase of 4 
millions. But the returns had dropped meanwhile to 13.0 
millions in the fiscal year 1917, and amounted to only 10.5 
millions in 1918 (and 11.6 millions in 1919). 

The increase in the receipts of the empire from the tax legisla- 
tion of 1918 was estimated by the Treasury at 1,800 millions for 
the war tax, at 1,242 millions for the taxes on beverages, at 
1,339 millions for the taxes on traffic and business transactions, 
and the total increase at 4,381 millions. The war tax of 1918 
yielded in the fiscal year 1918, 1,617 millions; the recurrent taxes 
3,522 millions against 2,286 millions in 1917. Including all the 
war taxes and the national defense contribution, the revenues 
amounted to 5,932 millions against 7,139 millions in 1917 and 
1,660 millions in 1913. At the same time Great Britain raised 
her tax revenues from 12.5 billion marks in 1917 to 16.1 billions 
in 1918 against 3.3 billions in 1913. She had increased in April, 
1918, her income tax, her taxes and customs duties on beer, 
spirits, sugar, tobacco, and matches and her stamp on bills of 
exchange." 

The German tax legislation at the end of the fourth year of 
war was about as timid as it had been from the beginning. The 

* See Appendix. 
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German government, which had to impose more sacrifices than 
any other government upon its citizens, refrained to the last 
moment from burdening them with heavy taxes. 


IV. CONCLUSION 


The total tax revenues of the German empire in the five 
fiscal years 1914-18 amounted altogether to 18,169 million marks 
If in each of those years they had been only as large as in 1613, 
they would have amounted to 8,301 millions. There was then a 
surplus of 9,868 millions. The total tax revenues of Great 
Britain in the same five fiscal years were 49.0 billion marks. ‘The 
surplus over 1913 was 32.4 billions. While the German empire 
doubled its tax revenues, Great Britain trebled them, and the 
surplus of tax revenues available for war expenses was in Greai 
Britain more than three times as high as in Germany. 

The Secretary of the Treasury, Roedern, has admitted witk 
remarkable sincerity the superiority of the English war-tax 
policy. He excused on April 23, 1918, the bad German tax 
policy by saying: “Is it possible to carry on at the same time a 
good loan policy and a good tax policy? It seems doubtful to 
me.” He evidently meant: ‘The German loan policy is better 
than the English loan policy, since Germany covers a much larger 
part of the war expenses by funded loans. The success of the 
German loans, however, depends on the subscriptions of the 
wealthy. The English tax policy is better than the German 
tax policy because it yields higher results and thereby restricts 
the necessity of loans; but the condition for such a better tax 
policy is to impose great sacrifices on the wealthy through general 
property and income taxes. Yet, you can expect from the 
wealthy only one or the other, high subscriptions on funded 
loans or the payment of high taxes, and you must then forego 
either a good loan policy or a good tax policy.” 

The assumptions of the Secretary of the Treasury were doubt- 
less right. The success of the German war loans was mainly 
based on the big subscriptions of the wealthy. Out of a total 
of 98.2 billion marks, 83.0 billions, or five-sixths, were covered by 
subscriptions of over 2,000 marks each. Only the wealthy were 
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in general in a position to subscribe to more than 2,000 marks on 
any one loan, and many wealthy people also contributed to the 
smaller subscriptions, either immediately or through their 
children, etc. On the other hand, it was impossible to harm 
the wealthy so little by taxation and nevertheless get as high 
returns from taxes as did Great Britain. But it is doubtful 
whether the German Secretary of the Treasury was right in 
believing that the German loan policy after four years of war was 
still much better than the British loan policy. And there is no 
doubt that the possible advant iges of the German loan policy 
were much slighter than the act 1al disadvantages resulting from 
the German tax policy. 

As long as the monthly war expenses of the empire did not 
much exceed 2 billion marks (that is to say, up to the summer of 
1916) it was possible, more or less, to secure the necessary means 
by the big war loans. On October 15, 1916, Germany had, 
aside from the 5 per cent perpetual loans and the 4} , ~ cent 
long-term Treasury bonds, not more than 1.9 billions short- 
term 5 per cent Treasury bonds and 8.0 billions real floating 
debts in the form of discounted Treasury bills. But when in the 
course of the third war year, the war expenses considerably 
increased and (from April, 1917 on) exceeded 3 billion marks 
every month, the receipts from the long-term loans remained 
more and more behind the necessary needs. The consequence 
was that the floating debt continually increased. When the 
Secretary of the Treasury, on December 1, 1917, in the Reichstag, 
defined the German financial war program as aiming at the con- 
solidation of the war expenses by regularly repeated long-term 
loans, this possibility did not exist any more. The floating debt 
amounted already to 24.6 billions.t In the fourth war year the 


* The German government published from time to time, and regularly every 
year with great details, the actual amount of the funded and floating debt. Bogart 
is then utterly wrong in pretending that the government concealed the greater part 
of the floating debts and in intimating that it falsified the figures in its official 
statements (op. cit., pp. 98-101, 193 f., 378). How little insight Bogart has in 
the nature of the German floating debt, can perhaps best be seen from the fact 
that after giving the amount of the discounted Treasury bills, he says (p. 379): 
“In this connection it should be pointed out that the issues of paper money are not 
included in these sums, which are, therefore, more favorable than the realty. 
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situation became still worse in spite of the fact that the war loans 
yielded even slightly higher returns than in the first war years.’ 
The monthly war expenses rose to 4 billions and in October, 
1918, to almost 5 billions. The floating debt of Germany 
amounted at the end of the war to 48 billions. 

The difference in the final results of the “good’’ German 
loan policy and the “bad” British loan policy was then, after 
all, rather slight. The war debts of Germany were about two- 
thirds funded, the war debts of Great Britain about one-half. 
The ‘good’? German loan policy could not prevent greater 
inflation in Germany than in Great Britain during the war; 
and Great Britain had not any visible disadvantages from her 
“bad” loan policy. On the «ther hand, the advantages which 
Great Britain drew from her good tax policy were most con- 
spicuous. One can perhaps realize this best if one classifies the 
expenses in the war years in the following way: (1) expenses of 
the peace budget, excluding army and navy; (2) expenses of 
the peace budget for army and navy; (3) interest on war cebts; 
(4) war expenses proper. 

Great Britain covered by taxes the expenses (1), (2), ancl (3), 
altogether, besides about 15 per cent of (4). The German finan- 
cial policy was much less ambitious from the beginning. Ii was 
intended to cover the expenses (2) and (4) by loans, and only the 
expenses (1) and (3) by taxes. But Germany did not ,even 
succeed in carrying through this modest program. A con- 
siderable part of the interest on war debts was covered by new 
loans. 

And yet, the immediate financial results of the German war- 
tax policy, bad as they were, do by no means reveal the whole 


But inasmuch as the paper money: issues do not bear interest, they pre‘ent a 
problem of a somewhat different character and need not be considered wt this 
point.” The issues of “paper money” were of course included in the amount of © 
the discounted Treasury bills, as the Reichsbank issued notes only against Treasury 
bills. Since the government had to pay the same interest whether the Treasury 
bills were sold to the public or stayed with the Reichsbank, it did not save one cent 
by the issue of “paper money.” 

*The eighth war loan (March-April, 1918) was the record loan with 15 
billions and even the ninth loan (September-October, 1918) yielded 10 billions. 
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truth. The most serious consequence was that Germany at the 
end of the war had a tax system which was utterly inadequate 
to meet the needs of post-war times. Germany was in no way 
prepared to pay the interest on her domestic debts from current 
revenues. Even a peace which demanded no sacrifices from her 
would have left her in a financial chaos. 


APPENDIX ENGLISH WAR TAXATION? 


The first war budget was introduced by the Chancellor of the Exchequer, 
Lloyd George, on November 17, 1914. The “Finance Act, 1914 (Session 
2),” which received the royal assent on November 27, 1914, provides “for 
the collection of income tax (including super-tax) for the last four months of 
the current income-tax year at double the rates at which it is charged under 
the Finance Act, 1914.” The customs duty on tea is raised from 5d. to 
8d. per lb. as from November 18, 1914. Additional customs and excise 
duties, amounting to 15s. 3d. from November 18, 1914, to March 31, 1916, 
to 16s. 3d. up to March 31, 1917, and to 17s. 3d. after that date, are imposed 
per barrel of beer at the standard gravity of 1055 degrees (customs duty 
heretofore 8s. 3d., excise duty 7s. od.) and on other beer in proportion. At 
the same time, a rebate of liquor license duty is granted to holders of retailer’s 
on licenses (except in certain areas), whose hours of sale are restricted under 
the Intoxicating Liquor (Temporary Restriction) Act, i914, or under any 
regulations made in pursuance of the Defense of the Realm Acts, or under 
the Temperance (Scotland) Act, 1913. 

The second war budget of May 4, 1915, was likewise introduced by 
Lloyd George. The “Finance Act, 1915” (July 29, rors) provides slight 
changes in taxation which are not worth mentioning (additional duties 
of customs and excise in respect of certain immature spirits?). Income tax 
(2s. 6d. per £) and super-tax (maximum rate 2s. 8¢. per £) are the same as 
for the last four months of the preceding fiscal year. 

The third war budget was introduced by the Chancellor of the Exchequer 
McKenna, on September 21, 1915. The “Finance (No. 2) Act, 1915” 
(December 23, 1915) provides “for the collection of income tax for the last six 


* The principal sources used in preparing this Appendix were: The Law Reports 
(Public General Statutes), Vols. LIII-LVI, London, 1916-20; Reports of the 
Commissioners of His Majesty's Customs and Excise, Vols. VI-X, London, 1916-20; 
Statistical Abstract for the United Kingdom in Each of the Last Fifteen Years from 
1905 to 1919, London, 1921. 

? Bogart (op. cit., p. 238) is mistaken in saying: ‘The only additions to existing 
taxation were slight increases in the wine and beer duties.” As a matter of fact 
the wine and beer duties were not changed. 
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months of the current income tax year at rates exceeding by forty per cont 
the rates at which it is charged under the Finance Act, rors.” The 
exemption limit is lowered from £160 to £130; abatements are reduced. 
The maximum rate of the super-tax is raised from 2s. 8d. to 3s. 6d. per £. 
There is to be levied in addition an excess-profits duty of 50 per cent “on 
the amount by which the profits arising from any trade or business ... . 
in any accounting period which ended after the fourth day of August [1914], 
and before the first day of July [1915], exceeded, by more than [£200], the 
pre-war standard of profits,” i.e., “‘the amount of the profits arising from the 
trade or business on the average of any two of the three last pre-war tra‘de 
years, to be selected by the tax-payer’’ but asa rule not less than the statutory 
percentage on the capital (“‘six per cent in the case of a trade or businyss 
carried on or owned by a company or other body corporate, and seven per cent 
in the case of any other trade or business”). The duty is not to apply to “ (a) 
husbandry in the United Kingdom; and (0) offices or employments; and 
(c) any profession the profits of which are dependent mainly on the personal 
qualifications of the person by whom the profession is carried on and in which 
no capital expenditure is required, or only capital expenditure of a coin- 
paratively small amount.” (The principle underlying the excess-profits 
duty was already embodied in the “Munitions of War Act, 1915,” July 2, 
1915. This Act authorized the Minister of Munitions to limit the employe:s’ 
profits in “‘any establishment in which munitions work is carried on” to 
six-fifths of the “standard amount of profits,” i.e., “‘the average of the 
amount of the net profits for the two financial years of the establishment 
completed next before the outbreak of the war.”’ The excess was to Le 
paid into the Exchequer). 

The “Finance (No. 2) Act, 1915,” further provides an increase of s0 
per cent of the customs duties on tobacco, tea, cocoa, coffee, chicory, and 
dried fruits (except currants), and of the excise duties on tobacco, chicory, 
and substitutes for coffee or chicory; an increase of 100 per cent of the 
customs duties on motor spirits, and of the excise duties on motor spirits 
and medicine labels; an increase of a little over 400 per cent of the customs 
duties on sugar, molasses, glucose, and saccharin and of the excise duties ou 
glucose and saccharin; a new excise duty on sugar (7s. per cwt. exceeding 
98 degrees of polarization) and molasses (maximum 4s. 5d. per cwt.) and one 
on licenses to be taken out annually by manufacturers of sugar (£1); new 
customs duties of 33} per cent of the value of the article, on motor cars 
(including motor bicycles and motor tricycles), musical instruments, clocks, 


* The normal rate was then 3s. 6d. per £. Bogart is wrong in saying (p. 238): 
“The normal income-tax rate was raised to 2s. 6d. in the pound.” But Carl C. 
Plehn is not less wrong in saying (in Financial Mobilization for War, p. 93) that 
the normal rate was brought up to ss. in the pound. 
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TABLE II 
TAx REVENUES OF GREAT BRITAIN AND IRELAND IN EACH OF THE YEARS BEGINNING 
APRIL I, 1913 TO 1918 
(£ c00’s Omitted) 











1914 | TgIs 1916 





REVENUES 
All Tax Revenues 





39,150 59,576 70,710 
42,419 61,208 56,488 
E 28,543 30,938 31,192 
*Stamps 72435 6,780 7,764 

Land tax, house duty 2,548 2,655 2,541 
*Income tax (incl. super-tax) 129,161 205 ,678 
*Excess profits duty, etc.... 188 141,615 

Land value duties 369 524 


, ew a Cadell , 290,873 516,513 614,284 











Customs 





— and colonia! spirits. 5,324 4,171 


23 5 
888 

14,312 
1,580 
55° 
104 
541 
17,951 
27,342 
*Motor spirit 8 1,923 
*Cinematograph films 169 
*Clocks and watches 457 
*Motor cars, motorcycles. . . 214 
*Musical instruments 66 
oe mechanical] light- 
374 

*Table waters, cider, perry. 12 
Other articles, etc 5° 





35,569 39,150 59,576 70,710 





Excise 





19,540 20, 303 21,515 
13,623 15,856 33,747 
I I 2 


*Chico 

Pe ery yr 
*Tobacco, home-grown. .... 
*Motor spirit, home-made. . 
— mechanical light- 


*Table waters, cider 
*Patent medicine labels 
Playing cards 
*Railway duty 
*Liquor licenses. . ave 
Club duty 6 6. 3 102 
Monopoly values 19 
Motor car licenses 231 
*Motor spirit licenses 249 
*Other licenses. ........... 451 
*Entertainments 3,001 4,988 
; —43 23 








42,419 ’ 56,488 38,578 




















* The duties marked with an asterisk have been introduced, modified, or abolished during the 
war. 
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watches; a new customs duty on cinematograph films (per linear foct).* 
All the above duties took effect as from September 22, 1915, except in the 
case of the medicine stamp duties and the new ad valorem import duties 
(including the duties on cinematograph films), in the case of which the 
duties are from October 20 and September 29 respectively. 

The import duties were now: chicory, coffee, etc. (roasted or ground) 
3d. per lb., cocoa and cocoa butter 13d. per lb., motor spirits 6d. per gallon, 
saccharin 3s. per oz., sugar (exceeding 98 degrees of polarization) gs. 4d. 
per cwt.,? tea rs. per lb., unmanufactured tobacco 5s. 6d. per lb., cigarettes 
8s. 6d. per pound, etc. 

The fourth war budget introduced by McKenna on Aprii 4, 1916, 
resulted in two acts relating to taxation: (1) the “Finance (New Duti*s) 
Act, 1916” (April 19, 1916, )and (2) the “ Finance Act, 1916” (July 19, 1915). 
The first of the acts imposed as from May 15, 1916, a progressive duty on 
payments for admission to entertainments: where the payment, excluding 
the amount of the duty does not exceed 2d. the duty is 1/2d.; where the pay- 
ment exceeds 125. 6d., the duty is 1s. for the first 12s. 6d. and 1s. for every 
10s. or part of ros. over 12s. 6d. It imposes as from April 5, 1916, a customs 
duty on matches at the rate of 3s. 6d. for every 10,000 matches imported aad 
an excise duty of 3s. 4d. for every 10,000 matches made in Great Britain or 
Ireland and provides that where a box of matches contains more thun 
80 matches, the customs and excise duties shall be only rs. od. and 1s. &d. 
respectively. It imposes, as from May 1, 1916, an excise duty of 4d. per 
gallon on ¢able waters which contain as the result of the ordinary process of 
manufacture sugar or other sweetening material, or which are fermented 
beverages; an excise duty of 8d. per gallon on all other table waters; and 
an excise duty of 4d. per gallon on cider and perry. 

The “Finance Act, 1916” provides that income tax for the year begiii- 
ning April 6, 1916 shall be charged at the rate of ss. per £; the super-tax is 
this time left unchanged; but an additional income tax of 2s. per £ is to be 
paid for the income derived from securities which the Treasury are willing 
to purchase. The excess-profits duty of 1915, is to apply to any accounting 
period ending on or after July 1, 1915, and before August 1, 1917, the rate 
being 60 per cent for “any accounting period beginning after the expiration 
of a year from the commencement of the first accounting period.” The 


* Friedman is wrong in assuming (p. 78) that these new customs duties wee 
not enacted until the fiscal year 1916. He, and also Bogart (p. 239), are moreover 
mistaken in stating that the new duty on cinematograph films was 33} per cent of 
the value. Plehn is wrong in saying (p. 99): “‘A general 333 per cent tariff duty 
was placed by free-trade England on most everything else worth taxing that way, 
including hats, both for men and for women.” 

79s. 4d. per cwt.=1d. per lb.=2 cents per Ib. (It seems necessary to state 
this expressly, since Plehn, p. 99, puts gs. 4d. per hundredweight=2} cents 4 
pound, and Bogart, p. 239, 9s. 4d. per hundredweight = 3} cents per pound.) 
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customs duties on cocoa are quadrupled as from April 5, 1916, but reduced 
to the treble as from June 22, 1916; the customs duties on coffee and chicory, 
and the excise duties on chicory and substitutes for coffee or chicory are 
doubled as from April 5, 1916." The customs duties on sugar and molasses, 
and the customs and excise duties on glucose and saccharin are raised by 
one-half, the excise duties on sugar and molasses by two-thirds, all as from 
April 5, 1916. The “Finance Act, 1916” imposes as from May 1, 1916, 
customs duties on fable waters, cider, and perry at the same rate as the excise 
duty imposed by the “Finance (New Duties) Act, 1916” and an annual 
excise duty of ros. on a license to sell table waters or cider and perry. It 
imposes a custom and an excise duty of 1s. on mechanical lighters requiring 
the use of spirit, and of 6d. in other cases, a duty to be paid as from August 1, 
1916, on a license to be taken out by any person who desires to be supplied 
with motor spirit at the rate of 6d. for every gallon of motor spirit with which 
he is authorized to be supplied by the license.? 

The fifth war budget was introduced by the new Chancellor of the 
Exchequer, Bonar Law, on May 2, 1917. The “Finance Act, 1917” 
(August 2, 1917) provides that the excess-profits duty is to apply to one 
year more, viz., to any accounting period ending on or after August 1, 1917, 
and before August 1, 1918, the rate being 80 per cent for any accounting 
period commencing on or after January 1, 1917, but where the pre-war 
standard of profits does not exceed £500 and the profits of the accounting 
period are less than £2,000, the amount not to be taxed as excess profit shall 
be £200 ‘“‘with the addition of one-fifth of the amount by which the profits 
of the accounting period are less than” £2,000. (The provisions of the 
“Munitions of War Act, 1915” with respect to munitions Exchequer pay- 
ments shall not apply to any profits arising after December 31, 1916.) The 
statutory percentage in the case of companies, etc., is raised from 7 to 8 
per cent. The scale of rates of entertainments duty is raised as from 
October 1, 1917, in case the price of the ticket (excluding the duty) exceeds 
4d.; where the payment exceeds 15s., it is 2s. for the first 15s., and 6d. for 
every 5s. or part of 5s. over 15s. The customs and excise duties on tobacco 
are increased by one-third as from May 3, 1917, until July 15, 1917; the 
increase being reduced to one-sixth as from July 16, 1917. Rebates are 
to be made on liquor-license duties in special cases. 

The sixth war budget of April 22, 1918, was likewise presented by Bonar 
Law. The “Finance Act, 1918” (July 30, 1918) raised the rate of the income 
tax to 6s. per £; the additional income tax remains unchanged; the maxi- 

* Friedman is mistaken in assuming (p. 77) that the duties on tea were likewise 
doubled. They remained unchanged. McVey, The Financial History of Great 


Britain 1914-1918, is mistaken in assuming (p. 72) that the tax on coffee was 
“afterwards reduced to 44d.,” same as that on cocoa. 


2 Bogart is mistaken in assuming (p. 242) that “license fees for automobiles 
and motorcycles were doubled.” They remained unchanged during the whole war. 
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‘ 
mum rate of the super-tax is raised to 4s. 6d. per £. The excess-profits duity 
is to apply at the same rate for one year more. From April 23, 1918, ca, 
the customs and excise duties on beer, spirits, sugar, molasses, glucose, ahd 
saccharin are about doubled, on tobacco raised by about one-fourth,’ 9n 
matches raised by rs. 8d. per 10,000 matches. The rate of entertainmer;‘s 
duty is somewhat reduced in respect of payments for admission exceeding 
od. but not 24d. and exceeding 6d. but not 7d.2_ The stamp duties on bills of 
exchange and promissory notes, dravn on or after September 1, 1918, axe 
raised from 1d. to 2d. ; 

R. R. Kuczynsk1 ' 
BERLIN, GERMANY } 
; 
* Bogart mentions (p. 244) “‘a rise in the tobacco tax of 1s. 2d. per pound, axd 
of that on sugar from 11s. 8d. to 25s. 8d. per hundredweight”’ and Friedman (p. 77%.) 
says: ‘The rate on sugar was raised from 11s. 8d. to 25s. 8d. per hundredweigtit, 
and the rate on tobacco was raised from 1s. to 8s. 2d. per pound.” All theke 
statements are erroneous. The duty on tobacco was not raised by rs. 2d. and npt 
from 15. to 8s. 2d., but from 6s. sd. to 8s. 2d. ‘The excise duty on sugar was raisd 
from 11s. 8d. to 23s. 4d., the customs duty on sugar from 14s. to 25s. 8d. i 
2 Bogart (p. 244) and Friedman (p. 78) speak with great detail of a luxury tix 
enacted and levied in the fiscal year 1918. Bogart adds: “As it was to contim+e 
only until the end of the fiscal year and at that time was not renewed, the returs 
from this source were but slight.” The returns from this source were indedd 
“but slight,” since such a tax was never enacted! i 
é 


t 





VALUE AND THE LARGER ECONOMICS 
II. VALUE GIVING WAY TO WELFARE 


CONDITIONAL VALIDITY OF MARGINALITY DOCTRINE 


The dominance of the subjective value theory was not due 
entirely or mainly to its superiority over the socialist version of 
the labor-theory, but rather to its merits compared with the 
Mill-Ricardian version in conservative circles. We are not 
attempting here to set forth methodically the merits of the 
marginality doctrine as a whole, and its claims on the grounds 
of its positive achievements. Those claims relate to the eleva- 
tion of critical standards, its stimulus to investigation of doctrinal 
problems, its creation of a new conception of terminology, and a 
simplifying of many of the older explanations of economic rela- 
tions, in each regard well-nigh revolutionary. One might infer 
from the recent clamor of critics against marginality doctrine 
that they deemed it completely invalid and its service in the 
understanding of the economic world entirely nugatory. But 
even the choice of epithets of criticism is often a tribute to its 
merits and substantial accomplishments. It is unified, logical, 
rational, uncapricious, etc. The critics could themselves not 
conceive of returning to the pre-marginality era, and conception 
of theory. What in their hearts they believe is not what they 
seem to say—not that it is all wrong, or farther from the truth 
than what went before, not that it rust be discarded as false. 
Instead, their less obvious meaning seems to be that while it is not 
all-sufficient, or flawless, it must be in large part retained within 
the limits of an expanding economics. It is unfortunate that 
the idea could not be put in this more constructive way, instead 
of masked behind an almost impenetrable hedge of abstruse, often 
captious objections. The concessions of merit appear only 
incidentally, and in a form more of censure than of praise. 

79° 
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Observe, for example, Veblen’s way of conceding that, even 
in his opinion, the marginality doctrine gives in large part a 
valid explanation of relationships in industrial society as it is now 
organized. Stripped of extraneous matter (for Veblen’s immedi- 
ate task was an indictment of the hedonistic psychology in eco- 
nomics), the argument runs thus:' “It is the element cf 
discriminating forethought that distinguishes human conduct 
from brute behavior. And since the economist’s subject of 
inquiry is this human conduct, that relation necessarily comes is} 
for a large share of his attention in any theoretical formulation 
of economic phenomena, whether hedonistic or otherwise.” The 
marginality value theory deals with economic conduct only in 
this aspect, that is, “only in so far as it can be construed” in, 
terms of calculation and choice. Within its field—the field it 
professes to cultivate—“ there is no call to impugn the premises 
[and inferentially, the conclusions] of this value theory.” “They 
are the principles of action which underlie the current, business- 
like scheme of economic life, and as such, as practical grounds of 
conduct they are not to be called in question without questioning 
the existing law and order.” 


DANGER OF TOO-SWEEPING CLAIMS FOR MARGINAL THEORY 


This is an astonishingly sweeping admission (far too sweeping 
for the verities, I fear,) of the validity of marginality doctrine, 
for does it not declare that unless one is ready to abolish the whole 
existing scheme of private property and competition, and untii 
it is abolished, the marginality doctrine is a logical and tenable 
explanation of valuation and prices in industry as it really is; 
Veblen evidently is, or was, prepared to go thus far. But this 
concession of validity to the value doctrine is far too sweeping fox 
acceptance by most convinced and cordial upholders of the 
marginality doctrine. When one who wishes ill to “the existing 
system”’ and to the value doctrine alike offers such a concession 
it is time to quote timeo Danaos. Indeed, the acceptance by the 
marginalists of this apparently generous concession must result 


: Almost entirely in Veblen’s words, transposed somewhat; article on “The 
Limitations of Marginal Utility” (1909), op. cit., pp. 238-39; see also pp. 245 ff. 
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in their assuming the onus of all the vice, ignorance, folly, and 
perversity of the world as it is. This is to force upon current 
economics the shallow conception of self-interest and its identi- 
fication with the general good, from which even Mill had emanci- 
pated himself, and in part had liberated economic thought. A 
recent punctilious critic of ‘‘ Marginism”* discovered what seemed 
to him the paradox, that the whole line of marginalists had con- 
sistently rejected extreme Jaissez faire and had stood for inter- 
ference “by concerted social effort under supervision.” The 
disastrous effects of assuming that every act of individual calcula- 
tion and choice is to be taken without discrimination as an 
“unquestioned” underlying principle of action in the present 
order, was shown in one notable case to which I called attention 
in this Journal at the time.? It is necessary to distinguish 
between good and bad, for various purposes, in acts of choice 
and of competition; and most, if not all, of the thought and 
effort in morals, criminal jurisprudence, and economic legisla- 
tion, consists in making this ever difficult discrimination. The 
institution of property is man-made, and is constantly being 
remade. It is only the undue temptation in argument, to create 


a straw man easily belabored, that can lead any critic of the 
worthier form of current economics to accuse it of conceiving of 
property as “given in its finished scope and force,” and of “all 
pecuniary notions” as the “‘immutably correct, God-given nota- 
tion of the hedonistic calculus.’ These words give a caricature 
rather than a picture of the views of the marginalists. 


RESTRICTED NATURE OF MARGINALITY DOCTRINE 


It is high time to turn from the inexhaustible theme of differ- 
ences to the more profitable quest for possible agreements. 
Surely some basis for agreement can be found in the proposition 
that the present value theory is too narrow a conception to bound 
the field of economics. This is in essence the thesis of Hamilton; 
this was the indictment brought against marginality doctrine by 

tO. F. Boucke, op. cit., p. 237. 

2 Davenport’s “Competitive Price Economics,” Journal of Political Economy, 
Vol. XXII, 1914. 

3 Veblen, op cit., pp."244, 245. 
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Veblen, compressed into this sentence: “It is from first to last 
a doctrine of value, and in point of form and method it is a theory 
of valuation.”* And from the mountain of recent criticism of 
method, charges of erroneous hedonism, and of defective psy- 
chology, this thought emerges as the one thing essential. The 
other defects are mainly significant in so far as they seem to 
stand in the way of some proposed broadening of economic 
studies. 

On this proposition, all economists, excepting the extreme 
radicals and the extreme conservatives in theory, can come near 
to uniting. The socialists have become agnostic on all valuz 
theory, since their own has become useless for their purposes, 
and the conservatives are satisfied to stay within the line-fence 
of the old commercial value-price economics. The subjective 
value theory is not big enough to take in all of the many problems 
of human interest that belong with economics. Economists find 
their hands tied by their own definitions when they attempt to 
apply their principles to questions of human weal and woe. 

This narrowness and inadequacy of current value-theory is, 
in a sense, the penalty paid by it for the circumstances surround 
ing its origin. The commercial, market-price character of this 
theory was not of its making (i.e. of its inventors). That char- 
acter was found alike in the Ricardian and in the Marxian formu- 
lations, which it was the purpose of marginal theory to replace: 
Far more than they, subjective theory laid its foundations (or 
attempted to lay them) in the psychological nature of men. Bui 
it was on the ground already chosen that the marginalists had tc 
formulate their theory; they had to explain the commercial and 
pecuniary price. 

The renewed concentration of the attention of economists 
after 1870 upon the value problem, and the success of marginality, 
compared with the rival doctrines in solving that problem, may: 
have contributed in a measure to the recrystallizing of economics 
around the value concept. Wieser expressed his conviction. 
epigrammatically: “As a man’s judgment about value, so, in, 
the last resort, must be his judgment about economics. Value; 

* “The Limitations of Marginal Utility,” op. cit. (1909), p. 231. 
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is the essence of things in economics.”* Clark made a sincere 
effort in his earlier essays? to get and give a conception of wealth 
and of the scope of economics larger than that reflected in indi- 
vidual desires, in competitive price, and in the wealth concept of 
Mill which was based on market-valuation. But his social value 
concept had become almost a supernumerary, a mere mystic 
phrase, by the time he completed his “ Distribution of wealth,” 
which was an almost pure competitive value theory. His formal 
definition of the scope of economics had become essentially that of 
Wieser, beginning and ending with competitive value and price. 
In Clark’s social value concept, however, was obscurely revealed 
the thought of a truer social welfare. It must be borne in mind 
that price economics having been all prevailing before marginal 
doctrine appeared, the criticism which met the rising school of 
marginalism uttered no word of protest against it on this 
point. Protest began, however, a little later, to come from the 
historical school. 


TRADITION OF A BROADER DOCTRINE 


This situation was one which caused many an uneasy mo- 
ment to the young economists of that day, eager to gain glimpses 
of truth wherever they were to be found, and not willing to 
become sectaries among warring creeds, if they could avoid it. 
Their studies in the history of doctrines had acquainted them with 
a tradition of a broader economics that had never been quite lost, 
but which never succeeded in becoming dominant. The thought 
of welfare had run as an undercurrent through the pages of 
the Wealth of Nations: it had been given brief and ineffective 
expression by the original but eccentric Lord Lauderdale (in 
1804) who protested against the identifying of commercial pros- 
perity with national welfare; it was forced by other economists 
upon the attention even of Ricardo who succeeded in recognizing 
it in his contrast between “value and riches” while keeping it 
quite apart from the main body of his doctrine. Indeed it is 
vaguely recognized in every one of the thousands of expressions 


* Wieser (translation) Natural Value, Preface, p. xxx. 
* Philosophy of Wealth, passim, especially the first five chapters. 
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of protests against the domineering laissez-faire doctrine of the 
nineteenth century (e.g., by Sismondi, Carlyle, and Ruskin), 
especially against the cruder form of individual utilitarianism, ir: 
which individual self-interest is assumed to be at one with the 
general interest, or to lead infallibly to it. This different and 
broader conception was implied in that almost unbroken line of 
somewhat futile protests from Americans, who could not accepi 
the English economic leadership, from the time of A. Hamiltor; 
and of Raymond, to that of Carey, of Bowen, and of Patten. The , 
field of political economy, in this other view, was not to be sur; 
veyed by the chain of individual self-interest, or staked out in; 
metes and bounds by commercial prices. National wealth was 
not the sum of individuai fortunes expressed in dollars: this may 
be too much on one side, too little on the other—after all, meas. 
uring only “distorted shadows’™ of those things that make fo: 
national welfare. 

In the newer subjective theory, in all its varieties, from the 
first, this two-fold conception, these two more or less conflicting 
ideals of the scope and nature of economics, were present. I: 
the one view, economics centered around true welfare and that 
might be either the individual’s or the community’s welfare; it: 
the other view it centered around the individual’s estimate, ox 
calculation, of welfare (utility). Now these two (whether wel 
fare be taken in a wider or narrower sense) are not necessarily 
the same, but they are almost constantly assumed to be so in th¢ 
earlier marginal theory. 


WELL-BEING AND VALUE IN AUSTRIAN DOCTRINE : 

Take, for example, Béhm-Bawerk (fairly typical, in this 
respect, of all); in his article on “The Ultimate Standard of 
Value,” he compressed his own view into a single phrase: ‘human 
well-being.’’? But from first to last this is simply taken without 
proof to be exactly calculated by the individual, before he makes 
a choice. The individual’s desire at a given moment is a fact; 
it is the set, or response of that individual. What a happy world 


* See “Price Economics vs. Welfare Economics,”’ American Economic Reviews , 
X (December, 1920), 736. 


? Ibid., p. 207. 
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it might be if desire were always, or usually, as BOhm-Bawerk 
assumes, infallible prophecy of the degree of well-being. The 
ambiguity is pretty completely embodied in the German word 
Nutzen (use, unfortunately translated as “‘utility”’) for that may be 
taken to mean use to allay the desire (not sensuous gratification, 
necessarily) or use to the best ends of the individual or of the group. 

In this fairly obvious truth that desire (at the moment of 
choice and by ever so little in advance of use) is not synonymous 
with “utility,” or is not even a “calculation form of utility” 
resulting from the use, is probably contained ninety-nine per 
cent of what is valid in the voluminous criticism of the past two 
decades, directed against the “hedonism” and “utilitarianism” 
of the value theory. 

Wieser in his paradox of value gave a new name to a problem 
long known to economists. Of course the maximum of value 
for the marginal unit is where the supply is at the vanishing 
point, and as supply increases at each step less valuation attaches 
to the marginal unit. Now it was clearly seen thai neither the 
marginal valuation per unit nor the total valuation of the stock, 
moved in accord with “true use,” or well-being, whatever sense 
be attached to that term. All cases of monopoly present this 
situation more or less clearly. The maximum of well-being for 
the group is in a bountiful environment where all goods are free 
and value is zero; and as, from that point on, value first emerges 
and then attains the maximum of vaiue for the whole stock, the 
well-being of the group must steadily fall. But if economics 
ends with “value,” it has nothing to do with this situation of 
free goods where welfare is greatest. Evidently there is here a 
large range of conditions in which value-estimations from the 
standpoint of individual ownership, may be, indeed must be, 
far from giving a standard by which to judge welfare or the larger 
economic interests. And this fact is constantly pushing disturb- 
ingly into the foreground of marginality theory as it did in the 
old Ricardianism. Here are two nations, one with a wide rich 
territory, sparsely populated, the other with resources scanty 
compared with population. Great numbers of things in the 
one are free goods, or of little value, which in the other have 
high value. Identifying wealth and the sum of individual values, 
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the nation with bounty and well-being is poor, and the nation 
with scarcity and privation is wealthy. It is recognized in the 
theories of population and of labor, that the presence of free 
goods, or of relatively large material resources (which means 
large free margin of uses) causes wages to be higher and popula; 
welfare greater; thus free goods and uses, having been ejected 
through the front door of theory are let in through the back 
door, when popular well-being are in question. But is this not 
merely juggling the difficulty caused by the original narrow 
definition of economics? The difficulty appears constantly 
whenever any attempt is made to compare different countries as 
to economic power and welfare, or to compare conditions in the 
same country in successive periods with the value-theory as ¢ 
guide. 
WIESER’S CONFLICTING VALUES 

Wieser runs up against essentially the same difficulty when 
in the last Book of his Natural Value, he discusses “value in the 
economy of the state.” Throughout, v= *o that point, he has 
identified ‘individual economic valuation” and the prices that 
result with natural value; but here at last Wieser sees that the 
individual for various reasons can not act, or act effectively té 
get what he needs for his well-being. So Wieser declares thai 
many a thing that may be “unprofitable as a private business”’ 
“might be justified if one looked at the maintenance of the 
stability of the nationa’ sconomy and of the life of the people.’” 
So here is a large field of public economy, the study of which is 
admittedly a part of economics that is not included within the 
“natural value as that is now determined in private economy.” 
So Wieser frankly contradicts his own definition of the scope oi 
economics and declares that “‘alongside of the individual, natura} 
value” (that has been the subject of his book) “or in its stead 
will be placed another form of valuation, which we may best cal 
‘national economic’ valuation.” He then tries to mark the differ- 
ence between the two kinds of valuation by the feature of exact- 
ness of calculation; private valuation (he assumes, mistakenly; 
as we think) is that in which the amounts of use (or utility, which: 
he uses as synonymous with well-being) is exactly calculable; 


* Op cit., pp. 222-27. 2 Ibid., p. 230. 3 Ibid., p. 227. 
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national valuation, in which the well-being will be “inexactly 
estimated.”* ‘The opposition between” the two kinds “reduces 
itself, in effect, to an opposition between vagueness and definite- 
ness.” All of this is setting up a false distinction in the vain 
effort to escape from the logical impasse into which he has been 
led by a false definition of the scope of economics. It is not our 
task here to follow this matter further, having shown that Wieser 
has been forced outside the lines of his own definition of economics. 
In almost the last words of his text he declares: “‘The explanation 
of the social organization within which the valuations take place, 
is a task with which the theory of value, with its limited means, is 
not capable of dealing.” 

The recent critics of marginal theory apparently have over- 
looked this passage entirely. Yet, with its accompanying 
confession that value theory bounds a sphere much narrower 
than “the wide sphere of economic justice and economic phil- 
osophy,” Wieser himself seems to have run up the white flag 
over his untenable individual conception of economics before 
any of the recent assaults had been made upon it. 


WELFARE ADVANCING INTO VALUE THEORY 


These were, to be sure, inconsistencies. But the negative 
critics who, from the secure position of hidden snipers have taken 
pot-shots at those in exposed position in the advanced lines, are 
mistaken in two assumptions that they have made. For first, 
the marginalists did not create these difficulties, but inherited 
them: and secondly, the marginalists were not entirely uncon- 
scious of the difficulties, but were troubled by them, were striv- 
ing toward a solution, as was not true in equal measure of their 
predecessors. In proclaiming well-being as the final end of 
economics the marginalists made -more evident the difficulty of 
the price economics’ that simply took profits as the end, and 
assumed that well-being automatically followed. Indeed, they 
had proclaimed a revolution the full effects of which they only 
partially realized. In the history of economic thought will it 
not be accounted a credit to the newer value theory that those 

“Price Economics vs. Welfare Economics,” Amsrican Economic Reviews, X 


(December, 1920), 228. 
* Ibid., p. 242. 
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largely influenced by it ceased to define economics as the “‘science 
of exchanges” and called it ‘‘the study of men earning a living;”’ 
that some even declared at the very outset of their work: “ politi- 
cal economy is a social study for social ends and not a selfish 
study for individual advantage?’”* ‘The verbal critic, pen in 
hand, may discover many expressions thereafter that sound like 
echoes of Ricardianism, taking individual profits and market 
prices as the tests of welfare. But the critic, even while doing 
this, is often indebted to the doctrine he is criticising for his own 
ability to see the subject in a new light, like many a lofty reviewer , 
who learns most of what he knows of the subject from the book 
he is reviewing. 

As early as 1890 in Alfred Marshall’s text, may be seen a good 
many evidences of the newer welfare conception, creditably incon- 
sistent with many ideas derived from other sources.? Since 
1900 in America every general text has shown in some measure the 
influence of the newer value theory, and also at the same time 
evidences of an increasing emphasis upon psychic and welfare 
factors. The degree of correlation between the two series of 
data is certainly high, though to be sure some may question 
whether this relationship is in large degree causa!. The quick 
acceptance and vogue of “psychic income” suggested first in 
1904, tinged though it may be with hedonism, revealed a growing 
readiness and wish to stress a much neglected class of welfare 
influences (essentially non-hedonistic in nature). 

The full significance, in this connection, of the continued 
discussion of the capital concept has not been recognized by all 
economists, certainly not by those who look upon it merely as a 
dispute over words and touching no deeper issues. Among the 
economists who have contributed noteworthily to the discussion 
of this important subject are: Béhm-Bawerk, J. B. Clark, Fisher, 
Cannan, Veblen, and Davenport. The later writers have gone 

* See the writer’s Principles of Economics (1904), pp. 3 and 7. 

2“See my “Price Economics vs. Welfare Economics,” American Economic 
Review, X (December, 1920), 719-23. 

3 For other references and aspects see the writer’s “Recent Discussion of the 
Capital Concept,” Quarterly Journal of Economics (November, 1900); “Interest 


Theories, Old and New,” American Economic Review, IV (1914), pp. 68-92; and 
general texts. 
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far beyond the conservative verdict regarding the terminology of 
capital reached by Béhm-Bawerk. J. B. Clark, while clearly 
recognizing the value conception of capital and distinguishing it 
from concrete “‘capital goods,’”’ seems to have used this merely 
as a logical device in theorizing; he does not seem to have found 
it a key to the study of the relations between private property 
and wealth, between value and real utility. But if capital 
properly is a conception going back to individual valuation and 
market price, it must be put in contrast with wealth as the sub- 
stantial basis of community well-being. 


VALUE YIELDING PLACE TO WELFARE 


The great task immediately before the economists of this and 
the next generation is a deeper study of the human factor in the 
economic relationship. All economic problems involve the rela- 
tionship of means and ends; the physical world of nature, of 
appliances and of human beings (considered as tools and forces) 
is a means which is related with the spiritual world of men 
considered as the users of the world, the end of all economic 
action. The former, the objective, material, physical term in 
the relationship is mainly the subject-matter of the engineer, the 
technician, the natural scientist, the physiologist and the voca- 
tional teacher; the latter, the subjective, human, spiritual term 
in the relationship, is the subject-matter of the psychologist, 
the moralist, and the sociologist. The relationship itself is the 
subject matter of the economist. 

The economist’s study of human nature presents two main 
aspects; one, why and how do men choose things for use; and 
two, what is the result of the use of goods thus chosen? On 
the one hand are desires, impulses, choice, valuation; on the 
other hand are happiness, well-being, welfare. How are these 
two series in accord, how are they in conflict? Of the two, which 
may better be taken as the ideal, the norm by which the other 
may be judged and rated as good or bad? Can we doubt that 
it should be well-being? And the well-being can not, in any 
political, national, or social economy, be that of any one indi- 
vidual but must be that of the group. 
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The interest of the newer as contrasted with the older econo- 
mics then is more in psychological and less in material factors, 
more in social welfare and less in the individual advantage. The 
larger, truer political economy is a theory of welfare and not a 
theory of value. Yet this does not mean that value theory is 
to be scrapped, that it has no part in any scheme of welfare. 
It takes its place within the larger conception. As J. B. Clark 
saw clearly more than a third of a century ago, competition (and 
the valuation and prices resulting) finds its justification in its 
results; it is only relatively good and “is perpetually on trial.’’ 
Its greatest virtue lies in its motivation of men, its effects upon 
their wills to do or not to do, to strive or to wait, to be energetic 
or to be patient; for now one and now the other is the all needful 
disposition and action that the occasion demands to create, con- 
serve, and wisely use real wealth, the means of well-being. 
Experience has shown that in many cases nothing is so effective 
to this end of motivating men toward creating the means of 
welfare, as giving them the right to sell their services and their 
goods for what their fellows are willing topay. But in the many 
cases where the result of private competition is not demonstrably 
increase of wealth and welfare, the value- and price-rules lose 
their justification as social policy. They drop out of the scheme 
of welfare when they fail literally “to deliver the goods.” Often 
this failure is not due to the fault of competition simply as a 
method, but to the folly or ignorance of the bidders for goods: 
their foolish desires are out of accord with their own true welfare 
and that of the nation. Ina great class of other cases, the failure 
is due to the motive of private gain operating toward scarcity 
instead of toward production and plenty, within the field of the 
paradox of value. Wherever the value rule and the welfare 
(utility) rule diverge, it is value that must give way, and utility 
that must dominate in true political economy. 


THE TREND OF ECONOMICS 


It is a question how near to agreement on this statement 
economists of all stripes would come today, but it will not be 
* Philosophy of Wealth, pp. 206-7. 
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those most indoctrinated with the subjective value theory that 
will balk first at taking this position. Yet they are pictured by 
the numerous critics of “marginal utility” as being for an econo- 
mics of value theory, root and branch. On the other hand, the 
strongest feeling in favor of retaining, perhaps even magnifying 
into greater importance, a price conception of economics is to 
be found among those that have least entered into the spirit (or 
been possessed by the spirit) of the newer value theory. Of 
these there are two types, one the holdover Ricardian exchange- 
economists;’ the other the new institutional, price economist.? 
Genetically these two appear to be somewhat related, but the 
latter surely has the greater vitality and creative promise. It is 
pressing forward while the other is merely holding back. 

In all that precedes, this fact should be made clear: that in a 
comparison of marginal with Mill-Ricardian value theory, it is 
important not to overlook the difference of meaning attached to 
the word value in the two schools. ‘‘Value” to the Ricardians 
meant only power in exchange, and usually (by an easy shift to 
valuation) the other thing given in exchange; and price was 
simply the most important case (almost the only case discussed) 
of value, namely money given and received in exchange. Mill- 
Ricardian economics was therefore truly mercantile economy, the 
economy of merces and of pay,’ a thoroughgoing price economics. 
It is inaccurate to assume as is so often done, that the “value 
theory” of the marginal school is price economics in the same 
sense or to the same extent as was value theory in Ricardianism. 
It is true that marginal theory did go on to explain prices; it is true 
that in so doing it sometimes became entangled and thought to find 
in prices that objective mathematical standard of value which it 

t Professor A. A. Young, in his “Some Limitations of the Value Concept,” 
Quarterly Journal of Economics, XXV (1911), 409-28, seems to occupy a middle 
ground; he accepts only the older exchange-value concept of value, hardly recogniz- 
ing the existence of the subjective view. But from his chosen point of view, he 
very justly indicates how inadequately value theory covers the field of economics 
and at the end clearly points out the contrast between the sum of individual valua- 


tions and the national wealth. 
2E.g., W. C. Mitchell, as set forth in his article on “The Réle of Money in 

Economic Theory,” American Economic Review, Supplement, VI (March, 1916), 151; 

see also my “Price Economics vs. Welfare Economics,” ibid., September and Decem- 

ber, 1920. 

3 See my “Price Economics,” etc., p. 478. 
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failed to find in feelings. But fundamentally the marginalists 
were committed to an explanation of prices from the side of 
feeling and choice, and all their study ultimately must be directed 
toward feeling and the results of choice. Hence marginal value 
theory is in very essential ways to be distinguished from the 
older price theory; indeed in the history of economic thought it 
is a transitional stage between the Ricardian price economics and 
an explicit welfare economics. 

We differ, therefore, greatly with those who think that in the 
period since marginal theory became dominant, economic thought 
has not, on the whole, been advancing in the right direction. Ifit 
is not already on the main high-way, it has not far to go to get 
there. The change that is now to be made, as we can conceive 
of it, is much less fundamental than was the change from labor 
value theory to subjective value theory between 1870 and 1895, 
and much less than the further developments that have marked 
the last twenty-five years. 

The time was, only a generation ago, when the economist 
professing special interest in the psychological aspects of the 
subject was a rare bird, suspected of being queer and stigmatized 
as impractical. Now, as it were in a night, psychology in econo- 
mics has attained the precarious proportions of a fad, accepted 
and applied prematurely in academic work by overconfident 
pedagogs, or by alleged experts to all sorts of practical purposes in 
industry (at a price). In a similar way enthusiastic amateurs, 
in the name of popular welfare, are ready to ignore all the valid 
boundaries of the price system, our knowledge of human nature, 
and the lessons of history, to urge measures of social reform based 
on good intentions. But these excesses of belief and quackeries 
in method, sure to result in social loss and failure, can but 
temporarily discredit the just measure of truth contained in 
psychological and welfare economics. Economics is at last 
pretty fully emancipated from the bonds of a mere price con- 
ception. All economic science ultimately must center around 


human welfare. Frank A. FETTER 


PRINCETON UNIVERSITY 


* This whole matter is much more muddled in the work of Jevons and of his 
followers, than in that of the other marginalists. 





RELIGIOUS THOUGHT ON SOCIAL AND ECONOMIC 
QUESTIONS IN THE SIXTEENTH AND 
SEVENTEENTH CENTURIES 


III. THE SOCIAL ETHICS OF PURITANISM*™ 


A previous article, in describing the reaction on religious 
thought of the economic movements of the sixteenth century, 
attempted to show how in England traditional doctrines of social 
morality were undermined both by the appearance of economic 
conditions for which they offered no specific, and by the resistance 
of laymen to the interference of the existing ecclesiastical authori- 
ties in secular affairs. An even more potent instrument of change 
is to be found in the social relations and outlook of a religious 
movement which was waxing when they were waning. The most 
characteristic and influential form of Protestantism in the seven- 
teenth century is that which descends, by one path or another, 
from the teaching of Calvin. Unlike the Lutheranism from 
which it sprang, Calvinism, assuming difierent shapes in different 
countries, became an international movement, which brought 
not peace but a sword, and the path of which was strewn with 
revolutions. Where Lutheranism had been socially conserva- 
tive, deferential to established political authorities, cultivating a 
personal, almost a quietistic, piety, Calvinism was an active and 
radical force, a creed which sought, not merely to purify the 
individual, but to reconstruct church and state, and to renew 
society by penetrating every department of life, public as well as 
private, with the influence of religion. 

Upon its immense political reactions there is no space to 
enlarge. But as a way of life and a theory of society, it pre- 
sented from the beginning one characteristic which was both 


novel and important. It assumed an economic organization 
*In this article, I desire to make speciai acknowledgment to the work of 
Max Weber, in particular to his article “Die Protestantische Ethik und der Geist 
des Kapitalismus” (Archiv fiir soziale Gesetsgebung und Statistik, Vol. XX, 1905) 
and to the discussion which it provoked, as well as to that of Professor Troeltsch. 
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which was relatively advanced, and expounded its social ethics 
on the basis of it. In this respect the teaching of the Puritan 
moralists who derive most directly from Calvin is in marked 
contrast both with that of medieval theologians and of Luther. 
The difference is not merely one of the conclusions reached, 
but of the plane on which the discussion is conducted. The 
background both of most medieval social theory and of Luther 
and his English contemporaries is the traditional stratifica- 
tion of rural society, a natural rather than a money economy, 
the petty dealings of peasants and craftsmen in the small 
market town where industry is carried on for the subsistence 
of the household and the consumption of wealth follows hard 
upon the production of it, and where commerce and finance are 
occasional incidents rather than the forces which keep the whole 
system in motion. When they criticize economic abuses, it is 
precisely against departures from that natural state of things— 
against the enterprise, the greed of gain, the restless competition 
which disturb the stability of the existing order with clamorous 
economic appetites—that their criticism is directed. 

Calvin, and still more his later followers, begin their voyage 
lower down the stream. As was natural in the exponents of a 
faith which had its headquarters in Geneva, and later its most in- 
fluential adherents in great commercial centers like Antwerp and 
London, they normally start from a frank recognition of what we 
should call the facts of business, the use of capital, trade and fi- 
nance, credit and banking. ‘What reason is there,” asks Calvin 
of a correspondent, ‘‘why the income from business should not be 
larger than that from land-owning? Where do the merchant’s 
profits come from except from his own diligence and industry ?’”* 
And because they recognize these things, they have to come to 
terms with them. It is not that they in any way abandon the 
claim of religion to moralize economic life, but that the economic 
life which they are concerned to moralize is one in which the main 
features of a commercial civilization are taken for granted, and 

*CR, XXXVIII, 247. “Quid si igitur ex negociatione plus lucri percipi 


possit quam ex fundi cujus vis proventu? Unde vero mercatoris lucrum? Ex 
ipsius, inquias diligentia et industria.” See Troeltsch, op. cit., pp. 706-7. 
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that it is for application in such conditions that their teaching 
is designed. Calvin’s famous letter to Oecolampadius on the 
subject of usury did not mark such a radical innovation on later 
canonist doctrine as is sometimes suggested, for he qualifies his 
toleration of interest by a long list of exceptions—that it must not 
be demanded from the poor, that it must not exceed a publicly 
prescribed rate, that the borrower must gain as much as or more 
than the lender—which must have been hardly less embarrassing 
to the devout money-lender than complete prohibition. The sig- 
nificant thing is that he treats money-lending as a normal and 
inevitable incident, dismisses the oft-quoted passages of the Old 
Testament and of the Fathers as irrelevant, because designed for 
conditions which no longer exist, argues that the payment of in- 
terest for money is as reasonable as the payment of rent for land, 
and throws on the conscience of the individual the obligation of 
seeing that it does not exceed the amount dictated by natural jus- 
tice and Christian charity. Early Calvinism has its own rule, and 
a rigorous rule, for the conduct of economic life. But it no longer 
suspects the whole world of economic motives as alien to the life 
of the spirit or regards poverty as in itself meritorious; and its 
enemy is not the accumulation of riches, but their abuse. That 
acceptance of the realities of commercial practice as a starting 
point was of momentous importance. It meant that Calvinism 
and its offshoots took their stand on the side of what were to be 
the most characteristic activities of the future, and insisted that 
it was by the concentration of the individual on using for the 
glory of God the opportunities which they offered, that the Chris- 
tian life could and must be lived. 

Upon the theological background of Calvinist social ethics 
it would be audacious to venture. But even an amateur may 
be pardoned if he feels that there have been few systems in which 
practical conclusions follow by so inevitable a logic from theologi- 
cal premises. “Man,” says the famous passage in the West- 
minster Confession, which may perhaps be taken as a summary of 
it, “has through his fall into the state of sin entirely lost all 
capacity of his own wil! to any spiritual good A natural 
man... . entirely . . . . dead insin, is not capable to convert 
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himself or to prepare himself therefore . . . . God, for the mani- 
festation of his Majesty, has predestinated certain men to eternal 
life and preordained others to eternal death.” Deliverance, in 
short, is the work, not of man himself, who can contribute nothing 
to it, but of an objective power. Human effort, social institu- 
tions, the world of culture, are at best irrelevant to it, and at 
worst mischievous, since they distract man from the true aim 
of his existence and encourage reliance upon broken reeds. That 
aim is not personal salvation, but the glorification of God, to be 
sought not by prayer only, but by action—the sanctification of the 
world by strife and labor. For Calvinism, with all its repudiation 
of personal merit, is intensely practical. Good works are not a 
way of attaining salvation, but they are indispensable as a proof 
that salvation has been attained. The central paradox of reli- 
gious ethics—that only those have courage to turn the world upside 
down who are convinced that already, in a higher sense, it is dis- 
posed for the best by a power of which they are the humble instru- 
ments—finds in it a special exemplification.t For the Calvinist 
the world is ordained to show forth the majesty of God, and the 
duty of the Christian is to live for that end. His task is at once 
to discipline his individual life, and to create a sanctified society. 
The church, the state, the community in which he lives must not 
merely be a means of personal salvation or minister to his tem- 
poral needs. It must bea “kingdom of Christ,” in which individ- 
ual duties are performed as by men conscious that they are “ever 
in their great Taskmaster’s eye,” and the whole fabric is preserved 
from corruption by a stringent and all-embracing discipline. 

The two main elements in this teaching—the insistence on 
personal responsibility, discipline and asceticism, and the call to 
fashion for the Christian character an objective embodiment in 
social institutions—however logically connected, were often in 
practical discord. Its influence was not simple, but complex, 
and extended far beyond the circle of churches which could 
properly be called Calvinist. Calvinist theology was accepted 
where Calvinist discipline was repudiated. The bitter struggle 
between Presbyterians and Independents in England did not 


* For a supreme illustration of that attitude, see Cromwell’s letters, passim. 
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prevent men, to whom the whole fundamental idea of compulsory 
religious uniformity was abhorrent, from drawing inspiration 
from the conception of a visible Christian society in which, as one 
of them said, ‘‘the Gospel shall be really and materially fulfilled.” 
Both an intense individualism and a rigorous Christian socialism 
could be deduced from it. Which of them predominated 
depended on the political environment, on differences of social 
class, on whether those who accepted it were a minority living on 
the defensive beneath the eyes of a hostile government, or a 
majority who could stamp their own moral ideals on the social 
order. The expression of a revolt against the medieval ecclesias- 
tical system, it stood itself, where circumstances favored it, for a 
discipline far more stringent and comprehensive than that of the 
Middle Ages; and if, as some historians have argued, the philoso- 
phy of laissez faire emerged as a result of the spread of Calvinism 
among the middle classes, it did so, like tolerance, by a route 
which was indirect, and less because it was esteemed for its own 
sake than as a compromise forced upon it at a comparatively late 
stage in its history, and as a result of its modification by the pres- 
sure of commercial interests or of a balance of power between 
conflicting authorities. As both the teaching of Calvin and his 
followers and the practice of some Calvinist communities proves, 
the social ethics of the heroic age of Calvinism savored more of a 
collectivist dictatorship than of individualism. At Geneva itself 
the system which had as one side of it the prohibition of dancing 
and cards, and sumptuary laws designed to maintain a “Chris- 
tian modesty in dress,” had for another an elaborate provision 
for the poor and for the assistance of strangers and refugees. 
Calvin had urged that men should lend freely to the needy, and 
in reply to a proposal to establish a bank paying ro per cent had 
argued that 2} per cent was sufficient and that large profits were 
not conducive to the moral health of the city.?_ It is not surpris- 
ing therefore that the proceedings of the Geneva Council and Con- 
sistory should be marked by struggles against the money-lender 
* Winstanley, The Curse and Blessing that Is in Mankind. 


? See Troeltsch, of. cit., pp. 704-22; Choisy, La Theocratie a Genéve au temps 
de Calvin; Kampschulte, Calvin seine Kirche und seiner Staat in Genf. 
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and attempts to protect the poor against exploitation. In-Scot- 
land the Book of Discipline included in a list of sins to be visited 
with ecclesiastical punishment ‘the oppression of the poor by ex- 
actions, deceiving them in buying and selling by wrong mete and 
measures.’”* ‘Thomas Cartwright, the most influential leader of 
the Puritan movement under Elizabeth, described usury as a 
“heinous offence againts God and his Church,” and proposed to 
exclude the wrongdoer from the sacrament until he shewed him- 
self repentant for his fault and satisfied the congregation. It 
was quite in the spirit of such doctrine that a Puritan classis in 
Lancashire (quantum mutatus!) should decide that “usury is a 
scandalous sin,? deserving suspension upon obstinacy.’ 

To what length Puritan discipline would on occasion go is 
shown by the example of the theocracy in New England. In that 
happy bishopless Eden, where men desired only to worship God 
“according to the simplicity of the Gospel and tobe . . . . ruled 
by the laws of God’s word,’’* not only were immodest fashions, 
and “‘costly apparel and tobacco and that vain practice of drink- 
ing one to another” forbidden to true professors, but the Fathers 
adopted an attitude toward that “notorious evil . . . . whereby 
most men walked in all their commerce—to buy as cheap and 
sell as dear as they can” which possibly would not be wholly con- 
genial to their more businesslike descendants. Sometimes Provi- 
dence smote the exploiter. The immigrant who organized the 
first American Trust—he owned the only milch cow on board and 
sold the milk at 2d. a quart—‘‘being afterwards at a sermon 
wherein oppression was complained of, fell distracted.”’ Those 
who escaped the judgment of Heaven had to face the civil authori- 
ties and the church, which, in the early days of Massachusetts, 


* Scotch Book of Discipline. 

2 Puritan Manifestoes, p. 120. For this and the preceding reference I am 
indebted to the admirable essay of Mr. H. G. Wood, “‘ The Influence of the Reforma- 
tion on Ideas Concerning Wealth and Property”’ in Property, Its Duties and Rights. 
Macmillan Co., 1913. 

3 Chetham Society, Minutes of the Bury Classes. 

4 Quoted from Governor Bradford by Weedon, Economic and Social History of 
New England. 

5 Winthrop’s Journal, II, 20. 
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were the same thing. Consider the case of Mr. Robert Keane. 
Mr. Keane’s offense, by general consent, was black. He kept a 
shop in Boston, in which he took “in su_ne above 6d. in the shilling 
profit, in some above 8d., and in some small things above two for 
one,”’ and this though he was “‘an ancient professor of the Gospel, 
a man of eminent parts, wealthy and having but one child.”” The 
magistrates were inclined to be lenient, on the ground that there 
was no law in force limiting profits, and that the law of God re- 
quired no more than double restitution. They fined him only 
£200. But he left the court only to run the gauntlet of the 
church. Having with tears “bewailed his covetous and corrupt 
heart,” he was indiscreet enough to venture on an explanation. 
The minister seized on it immediately and proceeded “to give 
some rules of direction,” in which he laid down the following 
sound doctrines: 

1. A man may not sell above the current price; that is such a price as is 
usual in the time and place, and as another (who knows the worth of the 
commodity) would give for it, if he had occasion to use it 

2. When a man loseth in his commodity for want of skill, he must look 
at it as his own fault or cross, and therefore must not lay it upon another. 

3. Where a man loseth by casualty of sea, etc. it is loss cast upon himself 
by Providence, and he may not ease himself by casting it upon another; for 
so a man should seem to provide against all providences etc. [sic] that he 
should never lose 

4. A man may not ask any more for his commodity than his selling 
price, as Ephron to Abraham: the land is worth thus much. 

It was moved, amid quotations from I Cor. 5-11, that Mr. Keane 
should be excommunicated. In the end, he escaped with his 
fine and an admonition.' 

This side of Puritan teaching—the insistence on a rigorous 
morality in the transactions of business—could become a matter 
of objective discipline only in a theocracy, such as those of 
Geneva, Scotland, and New England. In England itself, where 
the rule of the Saints, prodigal as it was in projects of moral 
reform and social reconstruction, produced in practice nothing 
more drastic than the Barebones Parliament, its influence must 
be sought, not in legislation or in institutions, but in preaching 

* Winthrop’s Journal, II, 315-18. 
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and literature. Dr. Cunningham has said that “the triumph of 
Puritanism swept away all traces of any restriction or guidance 
in the employment of money.” That it swept away restrictions 
is true: neither ecclesiastical courts nor Star-Chamber and High 
Commission could interfere in matters of business after 1640. 
But the guidance given by the spoken and written word was 
not diminished, but multiplied. How far religious leaders 
were from intending to acquiesce in the self-centered economic 
egotism which is sometimes thought to have characterized the 
social philosophy of Puritanism can be seen at a glance at the 
works of almost any of the more famous Puritan divines. Look, 
for example, at Ames, theologian and moralist, whose work ‘De 
conscientia”’* was intended to be a manual of Christian conduct, 
and became almost a standard book quoted again and again by 
later writers. He accepts, as in his day was inevitable, the impos- 
sibility of distinguishing between interest from capital invested in 
business, and interest from an investment in land, since men put 
money indifferently into both. But no interest is to be charged 
to the needy. ‘To wish to buy cheap and sell dear is a common 
vice.” Men must not sell above the maximum fixed by public 
authorities, when there is no legal maximum must sell at the mar- 
ket rates, must avoid taking advantage of the necessities of the 
individual buyer, must not overpraise their wares, must not sell 
their wares dearer merely because they have cost them much to 
get. Look at the attacks launched by Capel? ard afterward by 
Moore? at enclosing, which are quite in the manner of Latimer a 
century before. Look above all at the works of Baxter. Bax- 
ter’s Christian Directory and Sum of Practical Theology and Cases 
of Conscience is, in essence, a Puritan Summa Theologica and 
Summa Moralis in one, and is perhaps the last English specimen 
of the genus. Its object, as he explains in the Introduction, is 


“the resolving of practical cases of conscience and the reducing 
— Amesii de conscientia et eius iure et casibus Libri quinque (Amsterdam , 
1631). 
2 Tempiations, Their Nature, Danger and Cure, to which Is Added a Brief Dispute 
Touching Restitution in the Case of Usury, by Richard Capel (1633). 


3 Moore, The Crying Sin of England in Not Caring for the Poor, and A Target 
for Tillage, 
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of theoretical knowledge into serious Christian Practice.” In 
the four parts into which it is divided, ethics, economics, eccle- 
siastics, and politics, his purpose is to establish the rules of a 
detailed Christian casuistry which may give precise guidance as 
to the proper conduct of man in the different relations of life, as 
ruler and subject, lawyer, physician, schoolmaster, and soldier, 
master and servant, buyer and seller, landlord and tenant, lender 
and borrower. To the conventional objection that religion has 
nothing to do with business, that ‘‘each man will get as much as 
he can and caveat emptor is the only security,” he answers bluntly 
that this way of dealing ‘“‘does not hold among Christians.” The 
Christian is bound to consider the golden rule and the public good. 
Naturally, therefore, he is debarred at the outset from making 
money at the expense of other persons. “It is not lawful to take 
up or keep up any oppressing monopoly or trade, which tendeth 
to enrich you by the loss of the Commonwealth or of many.” 
But he must not only avoid obvious extortion. He must order 
his business for the good of his neighbor, as much as, and, if his 
neighbor is poor, more than, for that of himself. He must not 
desire “to get another’s goods or labour for less than it is worth.” 


You must not sell above the price fixed by common estimation, 
and if you find a buyer who is willing to give more, you must still 
not raise the price, but “‘be glad that you can pleasure him upon 


“ 


equal, fair and honest terms.” For “it is a false rule of them 
that think their commodity is worth so much as any one will 
give.” If you foresee that in the future prices are likely to fall, 
you “must not take advantage of your neighbour’s ignorance, but 
must tell him so.” If you foresee that they will rise, you may 
hold your wares back, but only—a somewhat embarrassing 
exception—“if it be not to the hurt of the Common-wealth, or 

. unless . . . . your bringing it forth would help to pre- 
vent it.” If you are buying from the poor, “charity must be 
exercized as well as justice,” and you must pay the full price that 
they are worth to you. Rivalry in trade, Baxter thinks, is 
inevitable. But the Christian must not snatch a good bargain 
“out of a greedy covetousness, nor to the injury of the poor”’; 
and on the other hand, if ‘‘a covetous oppressor offer a poor man 
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less than his goods are worth, it is the duty of the Christian to 
offer the poor man the worth of his commodity and save him 
from the oppressor.”” As the son of a yeoman farmer, “free,” 
as he says, ‘“‘from the temptations of poverty and riches,” Baxter 
has naturally much to say about the ethics of land-owning. He 
significantly deals with them under the general rubric of “‘ Cases of 
Oppression; especially of tenants,” oppression being defined as the 
“injury of inferiors who are unable to resist or to right them- 
selves.”” As in the case of buying and selling, the gist of his 
analysis of cases of conscience is that no man may secure his own 
pecuniary advantage by injuring his neighbor. It is mere 
covetous oppression for a man to improve (i.e., inclose) land 
without considering the effect on the tenants, to evict his tenants 
without compensating them and in such a way as to cause 
depopulation, to take a holding over the sitting tenant’s head 
by offering ‘‘a greater rent than he hath power to give, or than 
the landlord hath just cause to require of him.” The Christian, 
in short, while eschewing ‘“causeless, perplexing, melancholy 
scruples which would stop a man in the course of his duty,” 
must so manage his business as to “avoid sin rather than loss, 
and seek first to keep his conscience in peace.” 

The first impression made by a glance at such teaching is how 
little, in spite of the immense changes of the preceding two cen- 
turies, the presentation of the social ethics of the Christian faith 
had changed. Bunyan’s Mr. Badman, who ground the poor 
with high prices and short measure, is guilty of the same economic 
iniquities as had been denounced in the Middle Ages. Ames and 
Baxter reproduce in essence the doctrines of Aquinas. The 
resemblance is significant. It suggests that the emergence of the 
idea that the world of business is a mechanism with laws of its 
own is much more recent than is sometimes implied, and that 
the Puritan as much as the Catholic claimed to bring economic 
transactions within the sphere of religion. But it is less signifi- 
cant than the difference. For if the considerations enjoined 
are similar, the sanctions by which they are to be enforced are 
poles asunder. The emphasis in the one case is on the restraints 
imposed on economic self-interest by the social order and by 
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ecclesiastical discipline. In the other, it is on individual con- 
scientiousness and personal responsibility, and it is precisely 
because the responsibility for controlling economic appetites rests 
on the individual that it is necessary for his ministers to offer 
him practical guidance as to how he should discharge it. 

This change of standpoint is vital, and is altogether more 
significant than individual points of identity in the teaching of 
Catholics and Puritans. The fundamental question to be asked, 
after all, is not what kind of rules a faith enjoins, but what kind 
of character it values and cultivates. The significant thing about 
Puritanism, it may be suggested, is that it was the form of Chris- 
tianity in which first and most fully the life of money-making was 
harmonized with that of religion, so that a man could at once be a 
devout Christian and concentrate his energies upon business. 
That element in it is suggested by the mere fact that it was pre- 
eminently the religion of the commercial and monied classes. 
What Petty said of the Dutch Calvinists: ‘ Dissenters of this 
kind are for the most part thinking, sober and patient men, and 
such as believe labour and industry is their duty towards God,” 
was as true of seventeenth-century England as of Holland. The 
dependence of Restoration and Revolution finance on Dissenting 
bankers is a commonplace. And it can hardly be an accident 
that the stronghold of Puritanism in England was pre-eminently 
in the trading and industrial centers, or that Bolton and the other 
manufacturing towns could be described as the ‘‘Genevas”’ of 
Catholic Lancashire. Apart, however, from the mere coincidence 
of Puritanism with the more economically advanced parts of 
society, it is not difficult to appreciate how the way of life and 
moral outlook for which it specially stood were such as particu- 
larly to encourage those qualities which are desirable in business, 
at any rate in business of the kind for which prudence, diligence, 
and punctuality are more important than a capacity for large 
combinations and daring speculations. Of course, plenty of 
devout Catholics had made fortunes, as fortunes went in the 
Middle Ages, but it is true, nevertheless, that by medieval theolo- 
gians, by Luther, and by most of the earlier English reformers, 

* Petty, Political Arithmetic. 
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economic motives were regarded with suspicion, as a force to be 
recognized, indeed, but to be feared and distrusted. Puritanism 
offered a moral creed in which the duties of religion and the calls 
of business were more fully reconciled than ever before. It 
pointed out emphatically the danger to the soul involved in the 
unrestrained pursuit of riches and tried to meet it. Its enemy, 
however, was not riches, but the bad habits sometimes associated 
with them. It insisted that money-making was not merely a 
danger and nothing else, but that it could and ought to be carried 
on for the greater glory of God. 

The conception to which it appealed to bridge the gulf was 
that expressed in the characteristic and oft-used phrase, a “call- 
ing.”* There is a spiritual calling and a temporal calling. It is 


the first duty of the Christian to know and believe in God. But 
there is also his duty to work in the affairs of practical life, and 
the second is subordinate only to the first. “God,” wrote a 
Puritan divine, ‘doth call every man and woman to serve him in 
some particular employment in the word, both for their own and 
the common good . . . . the great Governor of the world has 
appointed every man his proper part and province ... . and 


let him be never so active out of his sphere, he will be at a great 
loss if he do not mend his own vineyard and keep his own prov- 
ince.” From this emphasis on the secular duties as enforced by 
the divine will, it follows that the conscientious performance of 
a man’s occupation is among the highest of religious and moral 
virtues. The idea was not a new one. Luther had advanced 
it as a weapon against monasticism. But in Luther, with his 
almost patriarchal economic outlook, the calling means normally 
the state of life in which a man has been set by Heaven. For the 
Puritan, the ‘world was all before them.” He was to work out 
his salvation not merely in vocatione but per vocationem,? and the 
calling was, not a condition, but an active task to be discharged 
under the guidance of Providence, though chosen by the indi- 
vidual. 

* See on this point M. Weber, op. cit., who, as far as I am aware, first called 
attention to the social significance of this aspect of Puritan teaching. 

?I quote from Weber, oP. cit. 
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To such a temper work has a new significance. It is not sim- 
ply a necessity imposed by nature. It is itself a kind of ascetic 
discipline more rigorous than that demanded of any order of men- 
dicants—a discipline imposed by the will of God, and to be under- 
gone, not in solitude, but in the rigorous discharge of secular 
duties. Work thus conceived stands at the very opposite pole 
from ‘good works,” as they were understood and denounced 
by Protestants. They, it was thought, had been a series 
of single transactions performed as compensation for particu- 
lar sins, or out of anxiety to acquire merit. What is required 
of the Puritan is not individual meritorious acts, but a holy 
life—a system in which every element is grouped round a cen- 
tral idea, the service of God, from which all disturbing irrelev- 
ances have been pruned, and to which all minor interests are 
subordinated. His conception of it was expressed in the words, 
“Be wholly taken up in diligent business of your lawful call- 
ing, when you are not exercized in the more immediate service 
of God.” There must be no idle leisure: for “those,” said Bax- 
ter, ‘that are prodigal of their time despise their own souls.” 
Religion must be active, not merely contemplative. Contempla- 
tion is, indeed, a kind of self-indulgence. ‘‘To neglect this |i.e., 
bodily employment and mental labor] and say ‘I will pray and 
meditate’ is as if your servant should refuse your greatest work 
and tie himself to some lesser easier part. God hath commanded 
you some way or other to labour for your daily bread.” The rich 
are no more excused from work than the poor, though they may 
rightly use their riches to select some occupation specially ser- 
viceable to others. And, so far from poverty being meritorious, 
it is a duty to choose the more profitable occupation. “If 
God shall show you a way in which you may lawfully get 
more than in another way (without wrong to your soul or to 
another) and you refuse this, you cross one of the ends of your 
calling, and you refuse to be God’s steward.” Unrestrained 
pleasure, personal extravagance, even immoderate devotion to 
friends and relations can have no part in a Christian’s conduct, 
for “every penny paid .... must be done at God’s own 
appointment,” and “it is not fit for a rational creature to love 
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any one further than reason will allow us.” The Christian life, 
in short, must be systematic, organized, the work of wiil and 
intelligence. Sometimes it seems as though it must almost be 
utilitarian. 

These are generalities. Their practical application to business 
is set out in the numerous works composed to explain the rules 
of Christian conduct in the various relations of life. If one may 
judge by the titles—The Religious Weaver, The Husbandman’s 
Calling, Navigation Spiritualized—there must have been a con- 
siderable demand for books conducive to professional edification. 
One may take as a specimen The Religious Tradesman’ of Richard 
Steele. The author, after being deprived of a country living 
under the Act of Uniformity, spent his declining years as minister 
of a congregation at Armourers Hall in London, and may be 
presumed to have understood the spiritual requirements of the 
city in his day, when the heroic age of Puritanism was almost over 
and enthusiasm was no longer a virtue. His thesis is a comfort- 
able one—that there is no necessary conflict between religion and 
business. ‘‘Prudence and Piety were ever very good friends. 
You may gain enough of both worlds if you would mind each in 
its place.” His object is to show how that agreeable result may 
be achieved by dedicating business to the service of God. Steele 
has less than Baxter to say on the practical casuistry of economic 
transactions, in such matters as prices and quality, because he is 
more deeply permeated than Baxter with the idea that trade is 
itself a kind of religion. ‘‘A tradesman’s first duty is to get a full 
insight into his calling and use his brain to improve it. .. . 
He that hath lent you talents hath also said ‘Occupy till I come.’ 
‘How is it that ye stand all the day idle?’ Your trade is your 
proper province. Your own vineyard you should keep 
Your fancies, your understandings, your memories are all to be 
laid out there.’’ So far from there being any inevitable collision 
between a prosperous business and the demands of religion, the 
virtues enjoined on the Christian—diligence, moderation and 
sobriety, thrift—are the very virtues which are most conducive 
to business prosperity. Prudence is essential, and prudence is 

? Published in 1684. 
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merely another name for the “Godly wisdom [which] comes in 
and puts bounds to [the tradesman’s] expenses.”” Bad company, 
speculation, gambling, politics, and a ‘“‘preposterous zeal in :eli- 
gion’’—it is these things which are the ruin of tradesmen. They 
are also the very faults to be avoided by the sincere Christian, 
who must not, indeed, deceive or oppress his neighbor, but 
need not fly to the other extreme, be righteous overmuch, or 
refuse to “take the advantage which the Providence of God 
puts into his hands.” By a kind of happy pre-established 
harmony, such as a later age discovered to exist between the 
needs of society and the self-interest of the individual, success 
in business is in itself almost a sign of spiritual grace, for it is 
a proof that a man has labored faithfully in his vocation, and 
that ‘God has blessed his trade.” “Nothing will pass in 
any man’s account, except it be done in way of his calling. 

. . Next to the saving his soul, [the tradesman’s] care and 
business is to serve God in his calling, and to drive it as far as it 
will go.’ Such teaching was apt to be taken only too literally. 
When the Rev. David Jones was so indiscreet as to preach in St. 
Mary Woolnoth—in Lombard Street in the City—a sermon on 
the text “‘and the Pharisees who were covetous heard these things 
and they derided Christ,” reflecting on the principal calling of 
his parishioners, which happened to be money-lending, he found 
it necessary to seek a church elsewhere.’ 

The springs of economic conduct lie in regions rarely penetrated 
by moralists, and to suggest a direct reaction of theory on prac- 
tice would be paradoxical. But if the conditions which determine 
that certain kinds of conduct shall be profitable are economic, 
those which decide that they shall be the object of general 
approval are primarily moral. For conventions to be adopted 
with whole-hearted enthusiasm, to be aot merely tolerated but 
applauded, to become both the habit of a nation and the admira- 
tion of philosophers, the second condition must be present as well 
as the first. The insistence among men of economic motives, 
the power of self-interest, the urgency of the appetite for gain— 


tA Farewell Sermon Preached to the Parishes of St. Mary Woolnoth and St. 
Mary Woolchurch-Haw in Lombard Street, 1692. 
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these are commonplaces which need no emphasis. What is sig- 
nificant is the change of standards which converted a natural 
frailty into a resounding virtue. Between the temper which 
condemned uncharitable covetousness and the temper which 
applauded economic enterprise, a bridge is thrown by the attitude 
which urged that enterprise itself is the discharge of a duty 
imposed by God. In its emphasis on untiring activity, on work 
as an end in itself, on the evils of luxury and extravagance, on 
foresight and thrift and rational calculation, it erected a new ideal 
as a pattern of Christian conduct. And if it would be extrava- 
gant to imply that such teaching was connected with the amaz- 
ing outburst of economic energy in the late seventeenth century 
as cause with effect, it may perhaps be admitted that the char- 
acter to which it specially appealed was one pre-eminently fitted 
to take advantage of economic developments. Excluded from 
public affairs by the Test and Corporation Acts, Nonconformists 
of means and social position threw themselves into the obvious 
alternative career opened to them by business and commerce, and 
did so the more readily because religion itself blessed their choice. 
If the typical qualities of the successful business life are intensity 
and earnestness of labor, the initiative which breaks with tradi- 
tion and the foresight which postpones the present to the future, 
concentration, system and method, then advice like thet of the 
Reverend Mr. Steele to his city congregation was admirably 
calculated to give these arduous excellences a heightened status 
and justification. It canonized as an ethical principle the effi- 
ciency which the economists were preaching as a specific for 
economic evils. It was not that religion was expelled from prac- 
tical life. On the contrary, it was that religion itself became 
one of the foundations of it. Thus interpreted, the ethics of 
the Puritan bear some resemblance to those of Mr. Samuel 
Smiles, and the good Christian is not wholly dissimilar from the 
economic man. 

To applaud certain qualities is usually by implication to con- 
demn the habits and institutions which appear to discourage 
them. The recognition accorded by Puritan ethics to the eco- 
nomic virtues necessarily, if unintentionally, modified the tradi- 
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tional attitude toward social obligations. For the spontaneous 
doctrineless individualism which became the rule of English pub- 
lic life a century before the philosophy of it was propounded by 
Adam Smith, no single cause was responsible. But, simultane- 
ously with the obvious movements in the world of affairs—the 
discrediting of the ideal of a paternal authoritarian government, 
the breakdown of central control over local administration, the 
dislocation caused by the civil war, the expansion of trade and 
shifting of industry from its accustomed seats—it is perhaps not 
fanciful to detect in the ethics of Puritanism one force contribut- 
ing to the change in social policy which is noticeable after the 
middle of the century. The loftiest teaching cannot escape from 
its own shadow. To urge that the Christian life must be lived 
in a zealous discharge of private duties—how necessary! Yet 
how easily perverted to the suggestion that there are no vital 
social obligations beyond and above them! To insist that the 
individual is responsible, that no man can save his brother, that 
the essence of religion is the contact of the soul with its Maker, 
how true and indispensable! But how easy to slip from that 
truth into the suggestion that society is irresponsible, that no 
man can help his brother, that the social order and its conse- 
quences are not even the scaffolding by which men may climb 
to greater heights, but something external, alien and irrelevant— 
something, at best, indifferent to the life of the spirit, and, at 
worst, the sphere of the letter which killeth and of the reliance 
on works which ensnares the spirit into the slumber of death! 
Individualism in religion led insensibly, if not quite logically, to 
an individualist morality, and an individualist morality to a 
disparagement of the significance of the social fabric as com- 
pared with personal character. 

It would be easy to give examples of that change of emphasis. 
Consider, for example, the discussions of the land question. For 
a century and a half the progress of enclosing had been a burning 
issue, flaring up, from time to time, into acute agitation. During 
almost the whole of that period, from Latimer in the middle of the 
sixteenth century to Moore in the middle of the seventeenth, the 
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attitude of religious teachers had been one of condemnation. 
Sermon after sermon and pamphlet after pamphlet—not to 
mention Acts of Parliament and Royal Commissions—had been 
launched against the depopulator. The appeal was not only 
to public policy, but to religion. In a corporate society, knit 
together by mutual obligations, no man may press his advantage 
to the full, because no man, as Laud said, may seek to live “out- 
side the body of the Church.” The peasants, in the words of 
King Edward VI’s prayer for landlords, must be able to “pay 
their rents and also honestly to live, to nourish their families and 
to relieve the poor.”’ The landlords must not “rack and stretch 
out the rents of their houses and lands, nor yet take unreasonable 
fines and incomes, after the manner of covetous worldings, . . . 

but so behave themselves in letting out their tenements, lands, 
and pastures, that after this life they may be received into ever- 
lasting dwelling places.” Under the commonwealth the same 
considerations are advanced. But they are the program of a sect 
of religious and political radicals, the Levellers and Diggers, not a 
policy commending itself to most decent men. They no longer 
meet with favorable consideration, and the last bill against depop- 
ulation introduced into Parliament is rejected in 1656. After 
the Restoration the tide has begun to run strongly in the opposite 
direction, and though the technique of enclosure still has to be 
elaborated, the attitude which was to be decisive in the eighteenth 
century has already been crystallized. It was not merely that 
political conditions made it inevitable—that administrative law 
had been shattered, and that the royalist squirearchy who 
streamed back to their plundered manors were in no mood to see 
it revived. It was that opinion as to social ethics had changed. 
In the eyes of the austere moralists of the age, the first, if not the 
only, virtue of the poor is industry. Common rights are an 
incentive to idleness by offering a precarious and demoralizing 
employment to men who ought to be at work for a master. The 
argument is partly economic: the possibility of squatting on 
unenclosed lands keeps up wages. It is partly also ethical. 
What the poor need for their moral health is—to use the catch- 
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phrase of the age—“ regulation,” and regulation is possible only 
if they are under the eye of an employer. It is not surprising, 
therefore, that the admonitions of religious teachers against the 
wickedness of joining house to house and field to field should 
almost entirely cease. -The process is considered not merely 
economically expedient, but morally beneficial. Baxter, with all 
his scrupulousness—partly, perhaps, because of his scrupulous- 
ness—differs from almost all earlier moralists in giving a qualified 
approval to enclosures “done in moderation by a pious man,” 
for the characteristic reason that a master can establish a moral 
discipline among his employees which they would miss if they 
worked for themselves. What matters, in short, is not their 
circumstances, but their character. If they lose as peasants, they 
will gain as Christians. Opportunities for spiritual edification 
are more important than the mere material environment. If 
only the environment were not itself among the forces determin- 
ing men’s capacity to be edified! 

The same disposition to emphasize the sufficiency of the 
economic virtues and to disparage institutions which seem alien 
to them is revealed in contemporary discussions of Poor Relief. 
The attitude of the later seventeenth century is poles apart from 
that both of the Middle Ages and of the sixteenth century. In 
so far as medieval writers had produced any formal teaching on 
the subject, it had been that the relief of the needy was a primary 
obligation on those who had means. St. Thomas, who in this 
matter is typical, quotes with approval the strong words of St. 
Ambrose about those who cling to the bread of the starving, 
insists on the idea that property is stewardship, and concludes— 
a conclusion not always drawn from that well-worn phrase— 
that to withhold alms when there is evident and urgent necessity 
is mortal sin. Popular feeling seems to have lent a kind of senti- 
mental glamor to poverty. At best the poor were thought to 
represent our Lord in a peculiarly intimate way: “in that sect,” 
as Langland said, “our Saviour saved all mankind,” and it was 
necessary for the author of a religious manual to explain that the 
rich as such were not hateful to God." At worst, it reflected that 


* Dives et Pauper, Prologue, chap. vii. 
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the prayers of the poor availed much—that men had been saved 
from hell by throwing a loaf of bread to a beggar even though a 
curse went with it—and gave in the spirit of Crowley’s' lines: 


Yet cease not to give, 

Without any regard, 

Though the beggars be wicked, 
Thou shalt have thy reward. 


In either case it had been uneconomic. The sixteenth century 
brought a problem, which, if not new, was on a novel scale. It 
was that of vagrancy. After three generations in which the 
attempt was made to stamp it out by police measures of frightful 
brutality, the momentous admission was made that its causes 
were economic and not merely personal, and that the whip had 
no terrors for the men who must either tramp or starve. The 
result was the well-known Acts requiring the able-bodied man 
to be set on work and the imposition of a compulsory poor rate. 
The Privy Council, which desired to prevent disorder, drove 
recalcitrant justices hard, and down to the civil war the system 
was administered with fair regularity. 

The novelty of the Elizabethan Poor Law had been the provis- 
ion which it made for the unemployed, and the significant thing in 
the latter half of the seventeenth century is the swinging over of 
opinion to the opposite point of view. It reminds one of the cold 
fit which in 1834 succeeded the hot fit of the Speenhamland 
policy. There was more than one reason for the change. But is it 
fanciful to see a contributory cause in the more rigorous insistene 
on the duty of work, with the natural corollary that an easy-going 
charity was no kindness to its objects, which formed the kern=l 
of Puritan ethics? The protest against indiscriminate charity, 
as expressing a spurious religion which sacrificed character to a 
formal piety, was older than the Reformation, but it had receiveil 
a new impetus from it. Luther had denounced the demands cf 
beggars as blackmail.? A Scottish pamphlet, in denying th? 

* Crowley, Select Works (E.E.T.S.) 

2 Address to the Christian Nobility of the German Nation: “There is no occupa}- 


tion in which there is so much known cheating as among beggars 
city has a blackmail levied on it about sixty times a year.” 
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merit of good works, said bluntly “Almsgiving is Papistry.’” 
In the Puritan writers of the last half of the seventeenth century 
three thoughts recur, as they do a century and a quarter later in 
the works of another famous divine, Dr. Chalmers. The first is 
that almost the greatest of moral evils is idleness. The second is 
that the causes of distress are personal and not economic, that 
most men are poor “‘by idle, irregular and. wicked courses,’ and 
that if the poor would cultivate habits of industry and thrift, 
they would have no need of assistance. The third—a natural 
deduction from it—is that the truest charity is not merely to 
relieve them, but to reform their characters in such a way that 
they will not need relief. As for “idle beggars . . . . ,”’ wrote 
Steele, “happy for them if fewer people spent their foolish pity 
upon their bodies and more showed some wise compassion for their 
souls.”” The moral of such views, in which there was doubtless a 
considerable element of truth, was not to “set the poor on work” 
under the Act of 1601, for to do that was merely to aggravate the 
evil by “rendering,”’ as Cary said, “the poor more bold.” It 
was, when relief was necessary, to give it in a workhouse or house 
of correction, and for the rest to increase the demand for labor by 
lowering wages. 

Such results are not, of course, to be ascribed directly to the 
influence of any particular kind of ethical or religious teaching. 
Nor would it be difficult to find notable representatives of the 
Puritan spirit —one need mention only Goffe the regicide, Firmin 
the philanthropist, Bellers the Quaker, whom Owen more than a 
century later hailed as the father of his doctrines. They urge a 
view which is fundamentally different, and which would probably 
be regarded today as more humane and not less scientific. The 
Society of Friends, in particular, at a time when elsewhere the 
divorce between religion and social ethics was at its height, met 
the prevalent doctrine that a man should take what gain the 
market offered by insisting on good conscience and forbearance 
in economic transactions, and on the duty to make the honorable 
maintenance of their brothers in distress a common charge. But 
* Quoted by Smith, The Age of the Reformation, p. 561. 

2 Richard Steele, op. cit. 
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the characteristic attitude was that which has been described. 
And it was momentous for the future. It is sometimes suggested 
that the astonishing outburst of industrial activity which took 
place after 1760 was responsible for the creation of a new type of 
economic character as well as of a new type of economic organiza- 
tion. In reality, alike in its obvious virtues and no less obvious 
defects, the ideal which was later to carry all before it in the per- 
son of the inventor and engineer and captain of industry was well 
established among Englishmen before the end of the seventeenth 
century. Among the numerous forces which had gone to form 
it some not inconsiderable part may reasonably be ascribed to the 
emphasis on the life of business enterprise as the appropriate 
field for Christian endeavor, and on the qualities needed for suc- 
cess in it, which was characteristic of Puritanism. These quali- 
ties, and the admiration of them remained, when the religious 
reference, and the restraints which it imposed, had weakened or 


disappeared. 
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With the decline of Rome and the rise of the German tribes 
to power, the volume of commerce was diminished and its organ- 
ization suffered inevitable changes. To the Germans, values 
were predominantly land values. The unit of the new agrarian 
society was the manor, and each manor strove to be self-sufficient 
in so far as that was possible. Under such conditions commerce 
was bound to decline. 

But even the dominance of “naturalwirtschaft” could not 
form an impenetrable barrier to trade. After all, few manors were 
absolutely self-supporting. With the variation of soil, climate, 
and season from region to region, it was inevitable that manors 
should produce a surplus of some articles which the proprietor 
should be anxious to sell or exchange. The lands of the lords 
were often scattered, and the transportation of the feudal income 
to the central manor of the lord, while it was hardly commerce 
itself, might easily become such when the goods involved were 
sold at the lord’s market. In addition to the inability of the 
manor to be self-sufficient, the human desire for luxuries, foreign 





* Various feudal lords, ecclesiastical and lay, owned such dependencies beyond 
the Alps. For the Rhine passes the following may be noted. Charles the Fat 
gave the abbey of Massino in the rich wine and oil region of Lake Maggiore to the 
monastery of St. Gall. (Schulte, Geschichte des Mittelalterlichen Handels und Verkehrs 
zwischen Westdeutschland und Italien mit Ausschluss von Venedig, I, 64f.; Dopsch, 
Die Wirtschafts Geschichte der Karolingerzeit vornemlich in Deutschland, II, 194). 
Reichenau, besides its possessions in the Como region, also had Lenz on the Julier 
Septimer route and owned Tamins and Trins on the Luxmanier route. Dissentis 
also had lands in the Lake Maggiore region. These donations probably go back 
to the time of Pepin, although records are lacking before the twelfth century. 
(Schulte, I, 65; Dopsch, II, 194; Heyd, “‘Die Alpenstrassen der Schweiz im Mittel- 
alter,” Ausland, 1882, LV, 463). Pfavers had lands in the vicinity of Chiavenna, 
and as early as 998 it was reported to be in possession of ‘‘Ecclesiam sancti Gau- 
dentii ad pedem Septimi montis.” (Dopsch, IT, 194; Oehlmann, “Die Alpenpaesse 
im Mittelalter,” Jahrbuch fuer Schweizerische Geschichte, IV, 176.) Asin the region 
of the Rhine passes so in Tyrol there were monasteries which had holdings beyond 
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goods, such as fine clothing, highly decorated weapons, and excep- 
tional foods, especially foreign wines and spices, tended to keep 
commerce alive. The church, although it was soon firmly estab- 
lished in the north, retained its ritual, which was oriental and 
Roman in origin, and continued to look to Rome and the East 
for at least a part of its equipment. Finally the constant travel 
of armies, churchmen, and pilgrims tended to prevent total locali- 
zation and to keep alive a certain amount of trade. 

Not only was the demand for trade in the early Middle Ages 
small, but the trader had to contend with great difficulties. The 
Romans had left a good road system, but the migrations and the 
wear of time had caused the Roman roads to deteriorate. Alpine 
travelers often complained about bad roads.* It was part of the 
localizing program of feudalism to intrust the care of the roads 
to the lords through whose lands they passed. As compensation 
for this responsi’ ‘ity for roads, bridges, and ferries, the feuda- 
tories levied tolls, but often they enjoyed the compensation and 
ignored the responsibility.2 In the insecurity of the times rob- 
beries were common, and in order to protect himself the merchant 
was compelled to apply to local nobles for escorts. The fee for 
the escorts tended to become a regular exaction, but too often the 
protection was wanting.* ‘Feudalism lived on booty; it stole 


the Alps. Such holdings are confirmed for Tagernsee in the eleventh century, for 
St. Ulrich and Afra at Augsburg in the twelfth century, and for Scheyern in 1200. 
These monasteries also possessed regular stations over the mountains, which had to 
furnish horses and carts for the transportation of the feudal dues being delivered to 
the home establishment. Count Sigbolo of Falkenheim (near Rosenheim) in 1180 
also had a station beyond the Brenner which had to furnish him freighters for freight 
from Venice and from the count’s possessions in the Etsch Valley. (Stolz, “Zur Ge- 
schichte der Organization des Transportwesens in Tirol im Mittelaltar,”’ Vierteljahr 
schrift fuer Social, und Wirtschafisgeschichte, III, 203 ff.) It was necessary for these 
Italian possessiuns to deliver their feudal dues (usually in kind) to the mother monas- 
tery. This relation between the outlying and home establishments gave rise to 
considerable intercourse over the passes and must have encouraged trade. 

*Wanka, Die Brennerstrasse im Alterthum und Mittelalter, 68; Berger, “Die 
Septimer Strasse,” Jahrbuch fuer Schweizerische Geschichte, XV, 121; Thompson, 
“The Commerce of France in the Ninth Century,” Journal of Political Economy, 
XXIII, 8/o. 

?'Wanka, 71; Berger, 83. “? 

3 Wanka tos f.; Maurer, Geschichte der Staedterverfassung in Deutschland, 347 f. 
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by robbing merchants and travelers . . . . and this exploitation 
was universal. To brigandage by force was added brigandage 
by seigniorial agents, which consisted of arbitrary taxes and 
corvees.”* Under such conditions it is not surprising that com- 
merce decreased; the wonder is that it persisted at all. 

In a consideration of the commerce through the Alps the local 
trade of course has little importance. It is the through trade, 
and especially the trade in Levantine goods that must be con- 
sidered. 

Charlemagne did not merely revive the title of the empire. 
He attempted also to revive peace and order and encourage trade. 
Within his kingdom he made provision for the care of roads and 
the protection of merchants.? But his influence extended beyond 
his own kingdom. The relations of the west to the east, which 
must be of interest here, received his attention. His efforts to 
negotiate with Haroun al Raschid for a foothold in the east and 
his attempt to free the Mediterranean of pirates may be attrib- 
uted to his solicitude for pilgrims to Jerusalem. But pilgrims 
were often merchants as well, and it is not to be overlooked that 
near the hospital erected for Frankish pilgrims in Jerusalem there 
was a market at which merchants could offer their goods for sale. 
Is it not probable that he intended that the merchants should 
there exchange German goods, such as the Frissian cloth sent as 
a gift to the Calif, for Levantine goods? The efforts exerted by 
the great king in forcing the Avars to open the lower Danube 

*Luchaire, Social France in the Time of Philip Augus!s, 253. A most arbi- 
trary tax on commerce was the custom of forcing a merchant to travel a road which 
involved a toll, while he might just as well have gone another route, or of forcing 
him to cross a toll bridge when he could ford the stream (Wanka, 105). That such 
abuses were known as early as Charlemagne’s time is evident from capitularies 
which prohibit them. (See Inama-Sternegg, Deutsche Wirtschaftsgeschichte, I, 
612f., and notes.) A more unreasonable exaction, still, was the right claimed by 
local magnates to any article which touched the ground. [If an article fell from the 
pack, it could be claimed by the lord who claimed the road; if a cart upset, as must 
have happened frequently, he might claim the whole load; even if the pole of the 
wagon touched the ground, he might demand the forfeiture of the content of the 
wagon (Wanke, tos). 

2 Inama-Sternegg, I, 612. 

3 Heyd, Histoire du Commerce du Levant au Moyen-age, I, 91; Inama-Sternegg, I, 
597, note 1. 
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route, and the project of connecting the Main and Danube by 
means of a canal, must have been prompted by a desire to pro- 
mote trade.* Of greater interest than these general efforts to 
establish a basis of trade with the East were Charlemagne’s rela- 
tions with Venice. The rise of Venice as an importer of Levantine 
goods can be noted as early as 715 in a trade treaty which Liut- 
prand made with Venice and Comacchio. This treaty was the 
basis of the treaties made by Charlemagne and his successors. 
Venice, by these treaties, was given freedom to trade in the cities 
of the empire subject only to the authorized tolls? Through her 
protected position on the islands and her intimate relations to 
Byzantium, Venice was able to overshadow her rival, Comacchio, 
whose decline and fall came in the ninth century. 

In the disintegration of the Frank empire, commerce was 
bound to suffer great reverses. The known facts about the com- 
merce of western Europe from the ninth century to the eve of the 
crusades are scarce. The evidences of trade are sufficient, how- 
ever, to show that it was not altogether dead. ‘‘The commercial 
prosperity of the empire of Charlemagne did not at once disappear 
when he died. The admirable coast-guard system which he 
created only gradually declined. As late as 838 we find Lewis 
the Pious renewing the channel fleets. The raids of the North- 
men were not formidable to France before 841, nor did the Sara- 
cens become a grave danger till the reign of Charles the Bald.’”4 
Even the legislation of this king which has generally been cited 
as testifying “‘to the degeneration of the government and the 
dissolution of society”’ may also be looked upon as the intelligent 
efforts of a king to meet the commercial needs of a changing 
society. These efforts, it is true, bespeak the weakness of the 

*Heyd, Commerce du Levant, I, 81f.; Inama-Sternegg, I, 594; Hutchinson, 
“Oriental Trade and the Rise of the Lombard Communes,” Quarterly Journal of 
Economics, XVI, 416. 

?Hartmann, Zur Wirtschaftsgeschichte Italiens im Fruehen Mittelalter, 74 f.; 
Heyd, Commerce du Levant, I, 111; Inama-Sternegg, I, 595; Schaube, Handels 
geschichte der Romanischen Voelker des Mittelmergebiets bis zum Ende der Kreuzzuege, 
4; Thompson, 887. ~ 
3 Hartmann, 90; Inama-Sternegg, I, 597. 

4 Thompson, 860. 
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king’s government “‘but the point is that there was an active 
commerce in France at the time when the commerce of that 
country is usually represented as having been almost totally 
destroyed.’” 

Levantine goods continued to find their way into northern 
Europe through the dark centuries of and following the decline of 
the Frank power. ‘“‘Abbos’ famous epic of the siege of Paris by 
the Northmen in 885-86 heaps scorn upon those whose manners 
were softened by eastern luxuries, rich attire, Tyrian purple, gems, 
and Antioch leather.’? Late in the ninth century the monk of 
St. Gall recorded that the nobles of Charlemagne’s court were 
accustomed to buy costly Levantine clothes at Pavia from Vene- 
tian merchants. He was probably placing a custom of his own 
time back into the time of Charlemagne.’ In 908 Bishop Adalbert 
of Augsburg gave costly robes of Tyrian purple to the monks of 
St. Gall.4 In 973, an Arab of the delegation sent to Otto I found 
spices in Mainz which he realized must have come from the orient. 
He mentioned pepper, ginger, cloves, spikenard, “custus,”’ and 
galangal.s An even fuller list of the spices used is furnished by a 
market list of the monastery of Corby, which probably dates from 
the tenth century. The figures give an idea of the demand for 
spices during the Middle Ages. The list records wax, 600 pounds; 
pepper and cumine seed, 120 pounds each; ginger, 70 pounds; cin- 
namon, 15 pounds; cloves, galangal, rhapontic, “‘custus,”’ “per- 
crum,” spikenard, sage, mastick, frankincense, sponges, “‘pomi- 
car,” zedoary and “‘styrax calamita,” 1o pounds each; “got- 
zumber,”’ 5 pounds; myrrh, “apparment,” “drachenblut,” and 
indium, 3 pounds each; and thyme, 2 pounds.® King Aethelred 
(978-1016), in return for the privilege of trading in London 


* Thompson, 860. 2 Tbid., 886. 

3 Ibid., 886; Schulte, I, 71; Simonsfeld, Der Fondaco dei Tedeschi in Veni- 
dig und die Deutsch-Venetianische Handelsbeziehungen, 6. 

4Schaube, 89; Heyd, Commerce du Levant, I, 86. 

5 Schulte, I, 73; Schaube (89) follows the account of G. Jacob, Ein Arabischer 
Berichtserstatter aus dem zehnten oder elfien Jahrhundert ueber Fulda, etc., 1890, 
pp. 13 f. 


6 Schulte, I, 73; Schaube, 89; Heyd, Commerce du Levant, I, 93; Thompson, 
885. 
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granted to foreign merchants, received a tax of pepper and 
cloth. Finally Ekkehard IV (d. 1060?) records that the 
monastery of St. Gall purchased spices at Constance.’ 

On the basis of such scattered data it is possible to assert that 
eastern luxuries continued to be used in western Europe. The 
question, which, then, must be of foremost interest here, is by 
what route or routes the west drew these articles from the east. 
A large part of these goods doubtless came through Russia, espe- 
cially on the Verangian trade route, and were thence distributed 
by way of the North Sea coast and the rivers of northern Europe. 
Internal conditions in Russia, however, caused a decline in the 
commercial relations to set in as early as the middle of the tenth 
century, and before the eleventh century this trade had virtually 
ceased. During the height of the Frank Empire the ports of 
southern France had also been in close touch with the east,‘ but 
due to the centuries of internal strife resulting from the disinte- 
gration of that empire and the ravages of the Saracens, trade on 
the Mediterranean through southern France became hopelessly 
perilous, and must have virtually ceased.’ In spite of the fact 
that Charlemagne probably hoped to establish trade relations 
with the east by way of the lower Danube, this route was never 
safe for a sufficiently long period to give rise to a regular com- 
merce.® 

* Heyd, Commerce du Levant, I, 87f.; Schulte, I, 73, note 1; Inama-Sternegg 
(II, 384) thinks the merchants were from the lower Rhine lands. 

2 Schaube, 89. 

3 The most prosperous period of this trade was c. goo-945. The Verangian 


route was older than the Volga route, and was able to outlast it as well. Cf. Heyd, 
Commerce du Levant, I, 58 and 68, also 66 and 74. See also Hutchinson, 418 f. 


4Schulte, I, 75; Heyd (Commerce du Levant, I, 92) considers a regular trade 
involving the semiannual return of ships from the orient before the crusades incon- 
ceivable. 


5’ Heyd, Commerce du Levant, I, 92{., Inama-Sternegg, i, 598, Schaube, 89; 
Hutchinson (418) places this interruption of the Levantine commerce early in the 
eleventh century. It would seem that the same conditions were operative at least 
a century earlier, and this commerce must have suffered greatly long before the 
eleventh century. 


6 Heyd, Commerce du Levant, I, 80-86, II, 729; Hutchinson, 419; Inama- 
Sternegg, I, 598; Schaube, 89. 
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The greater part of Levantine goods for western Europe prob- 
ably was brought over the Alps from Italy.t That the south Ger- 
mans, at least, looked upon the Italians as importers of oriental 
goods is stated in so many words in a poem with which the monk, 
Wolram, greeted Conrad I on the occasion of his visit to St. Gall 
in 911. The lines involved are: 

Italiac populus diverso sanguine mixtus 

Ad te pigmentis palliolisque ruat.? 
Ekkehart in 917 mentioned German merchants who were return- 
ing from Italy.3 That central Germany was in touch with Italy 
in the ninth century is shown by the statement, in the annals of 
Fulda for the year 860, that due to the severe winter of that year, 
wagons were enabled to cross the ice to the islands of Venice.‘ 
The interest of a German churchman in the city of the lagoons is 
again attested by the statement of Thietmar of Merseberg, in 
1017, to the effect that four Venetian ships, heavily laden with 
spices, had been lost at sea. What is more likely than that this 
news had been carried into Germany by those with whom it was 
“‘shop-talk,”’ the merchants ? 

Venice was probably looked upon as the natural link between 
the east and west. When Otto I sent Liutfried to negotiate with 
the eastern Emperor for a marriage alliance, the embassy went 
by way of Venice.° In 960 letters from Bavaria and Swabia were 
sent to Constantinople by way of Venice,’ and under Conrad II 
official communications to the eastern capital are known to have 
gone the same way.® Political relations were doubtless following 
the existing lines of commercial relations. 

* Heyd, Commerce du Levant, I, 86, II, 120; Hutchinson, 418 f.; Schaube, 89; 
Schulte, I, 75. 

2 Quoted by Heyd (Commerce du Levant, I, 86, note 5) from Dummler, “St. 


Gallische Denkmale aus der Karolingischen Zeit,” Mitt. der Antig. Ges. von Zurich, 
XII, Bk. 6, p. 220. 


3 Simonsfeld, 7; Schaube, 92. 

4 Dopsch, II, 191; Simonsfeld, 6; Schaube, 94. 

5’ Heyd, Commerce du Levant, I, 116; Schaube, 94; Simonsfeld, 7. 

6 Schaube, 16, 94. 

7 Heyd, Commerce du Levant, I, 112; Schulte, I, 76, note 3; Simonsfeld, 7. 
8 Schaube, 16. 
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During the disorders of the ninth century conditions in north- 
ern Italy had remained comparatively peaceful and thus trade 
had been permitted to develop." In the tenth century the Sara- 
cen occupation in the Alps and the Magyar raids made communi- 
cations extremely insecure in the Lombard plain and in the Alps. 
Nevertheless pilgrims continued to use the passes, and trade also 
does not seem to have been completely cut off, for the bishop of 
Aosta had a toll schedule drawn up in 960, which presupposes the 
passage of merchants through his city.? Likewise the grants to 
the bishop of Chur are indicative of trade. In 947 the monastery 
of St. Gall was given permission to have a market at Rorschach 
“because it was convenient for pilgrims to Rome.’” 

Among the cities which turned to trade, Venice was peculiarly 
favored by her protected location at the head of the Adriatic and 
her close relations, politically, to the eastern empire to carry on 
the trade in eastern luxuries. This middlemanship for the Po 
valley, at least, was further prospered by the trade treaties with 
the German emperors. The treaty of Charlemagne, itself a con- 

* Schaube, 67. 

? Oehlmann, IIT, 248f.; Schulte, I, 68f.; Heyd, Commerce du Levant, 1,463; Geer- 
ing, Handel und Industrie der Stadt Basel, 201. It is true that this toll schedule is indic- 
ative of the needs of the bishopric rather than of the articles of commerce in the tenth 
century. Nevertheless, that the schedule did not apply to local trade merely is 
indicated by certain articles mentioned, which must have been part of a bigger 
commerce. The apes must have come froin Africa or the orient and were probably 
intended for the fairs and markets of western Europe (Oehlmann, IIT, 249; Schulte, I, 
69; Heyd, Commerce du Levant, I, 463), the armor and weapons probably came from 
the armor works of Milan, and the tin may have come the same road as many pil- 


grims, who crossed this pass from Cornwall and Devon (Schulte, I, 69; Heyd, 
Commerce du Levant, I, 463). 

3A record of 830 speaks of ten boats on Lake Wallenstadt, from which the 
bishop of Chur collected toll for the royal fisk. By 843 the bishop had a toll boat 
of his own on the lake. (Schulte, I, 63; Vollenweider, Geschichte des Verkehrs auf 
der Wasserstrasse Walenstadt-Zurich-Basel, 20f.) About the n‘ddle of the eleventh 
century the bishop collected two denarii for every slave sold in Walenstadt (Schulte, 
I, 151; Schaube, 93). Otto I, in 951, gave the bishop all the income of the royal 
fisk in the county of Chur (Schulte, I, 62). Other grants followed until the control 
of the bishop extended to the very gates of Chiavenna. (Oehlmann,.IV, 181‘ 
Schulte, I, 62f.; Schaube, 93; Berger, 154; Heyd, Commerce du Levant, I, 462.) 
The bishop’s claim to Chiavenna involved him in a long dispute, and had to be 
abandoned in 1219 (Schulte, I, 87). 
4Schaube, 92; Simonsfeld, 7. 
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firmation of earlier Lombard arrangements, repeatedly received 
renewed recognition from his successors. The distributing points 
for eastern goods in the Lombard plain were the fairs of Ferrara 
and Pavia, and it has been generally supposed that the merchants 
from beyond the Alps came to these places to make their pur- 
chases." Heyd ventures to say that Venetian merchants carried 
a part of their wares beyond the Alps, but he cites no evidence 
from this period.?, While there is no certain evidence to show 
that the Italians during this period crossed the Alps to dispose 
of their wares, the theory that they did has received added weight 
through the thesis put forth by Professor Thompson in his article 
on the commerce of France in the ninth century. He holds that 
the “‘negotiatores Christiani” mentioned in Article 31 of the 
Edict of Kiersey (877) has reference to Italian merchants. Even 
if no indisputable reference to Italian merchants north of the Alps 
can be found for this period, the argument from silence is cer- 
tainly not conclusive to show that they did not go into the Frank- 
land. 

In 1074 Philip I of France seized goods of considerable value 
(“‘infinitam pecuniam’’) of several Italian merchants at a fair in 
his kingdom, which was attended by merchants from many lands. 
The confiscations brought forth the intervention of Gregory VII, 
who, in spite of considerable effort, was unable to make the king 
yield. It is significant, however, to note that the Italian mer- 
chants at this time were at a French fair of considerable reputa- 
tion. In 1127 there were also Italian merchants at the fair of 


* Hartmann, 88; Schulte, I, 76; Schaube, 12 f., 78. The monk of St. Gall in the 
eighties of the ninth century recorded that German nobles purchased fine clothes at 
Pavia which Venetians had imported from the east. In 894 Gerard of Aurillas met 
Venetian merchants there who were dealers in “‘pallia, vel pigmentorum species.” 
(Thompson, 880.) In the early eleventh century the Doge Otto Orseolo decreed 
that fine silks were to be sold at no other places in Italy than at Pavia and Ferrara. 
(Schaube, 13, 78.) The wording does not indicate that the Venetians could not 
sell other articles at other places nor that they were forbidden to go beyond Italy. 
(Schaube, 13.) 

2 Heyd, Commerce du Levant, I, 93; Mr. Thompson has pointed out that the 
reference from Dagobert’s reign mentioned by Heyd (Commerce du Levant, I, 93, 
note 3) has no value for the eighth and ninth centuries. (Thompson, 879.) 

3 Thompson, 878 ff. 

4 Schaube, 90 f.; see also Thompson, 879, note. 
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Yper, where the count of Flanders purchased a cup of remarkable 
workmanship from them." 

By the twelfth century the organization of European com- 
merce had become sufficiently clear to warrant a positive state- 
ment. During that century the Champagne fairs stood out ever 
more clearly as the center from which radiated the commercial 
relations of Europe. Located in the basin of the upper Seine, 
these fairs were at the crossing of the roads and waterways from 
England, north and south France, the Rhine lands, and the Alps. 
Besides this geographic advantage the county of Champagne was 
fortunate in that it lay in that middle territory where the domi- 
nation of the rising French monarchy and the empire tended to 
neutralize each other, and permitted the counts of Champagne to 
carry out their wise policy of tolerating, protecting, and encour- 
aging trade.’ 

The greatest prosperity of this region covers the period from 
the middle of the twelfth century to the beginning of the four- 
teenth century, but “long before the fairs of Champagne rose to 
their great importance, already in the ninth century the com- 
merce of this region foreshadowed the coming destiny of the 
country.” The earliest mention of a fair in this region has been 
thought to be 996, while the first certain documentary date has 
been supposed tc be that of the fairs at Bar and Troyes in 1114.4 
To this Professor Thompson has added the ‘‘explicit reference of 
a fair at Chalons-sur-Marne in 963.’’5 

The success of the Champagne fairs was due in a large measure 
to the highly developed technique which the Italians had devel- 
oped and introduced at the fairs. They not only exchanged the 
Levantine silks and spices and Italian manufactures for the prod- 
ucts of England, Germany, and France, but at these fairs also 

* Schaube, 417; from Galbert de Bruges, ed. Pirenne, 28 f. 

2 Heyd, Commerce du Levant, I, 713 ff.; Schulte, I, 156 ff.; Schaube, 374 f. 

3Thompson, 882. 


4Schulte takes the latter date from L. Goldschmidt, Die Geschoefts-operation 
der Champagner Messen, 227, and Huvelin, Essai historique sur le droit des Marches 
et des foires, 245. Thompson (882) cites Bourguetat, p. 70, and D’Arbois de Jubain- 
ville, I, 181, 462 f. 


5’ Thompson (882) from Annales de Frodoard, ed. Laurer, p. 155. 
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were payable the loans made to northern crusaders and church- 
men who, in Italy and the Holy Land, found themselves in the 
midst of a money economy to which they had to adjust them- 
selves. The first recorded loan of this kind was contracted by a 
group of Champagne crusaders in 1190 of a Genoese corporation, 
and was payable at the next fair at Bar.t There is perhaps 
nothing significant about this loan since it was payable in the 
home county of the debtors, but before long crusaders and bishops 
from other places were promising to pay their debts at these fairs 
too. Thus in 1202 Baldwin of Flanders made a loan of Venetian 
merchants payable at Lagny.2, When the German bishops 
brought their disputes and other business to the curia, they found 
it necessary to borrow money from Italian merchants, for the 
curia was conducted on cash basis. Bishop Siegfried of Mainz 
had borrowed money from an Italian in 1209. ‘This and a subse- 
quent loan were still unpaid in 1220. In that year the pope 
caused an inquest to be held at Troyes to determine the amount 
of the debt, which by this time had become a matter of dispute.’ 
A debt similarly contracted by the bishop of Worms led to liti- 
gation in the year 1225.4 Dietrich of Cologne also contracted a 
debt in 1213, payable at Provins, which he was unable to repay. 
This and various other debts piled up and became part of the 
inheritance of his successor. The new bishop was equally unable 
to meet the demands of the creditors, who then sought to recoup 
themselves through payment from the city of Cologne. The 
interests of Cologne merchants at the fairs were probably a lever- 
age against them, for a part of these debts was paid by the city 
at the fairs of Bar and Provins in 1229.5 


* Schaube, 342. 

2 Ibid., 347, 387. It is interesting to note that the bishop of Utrecht (1197 ?) 
had also made a loan which was probably repaid at Yper (Schaube, 417). 

3 Schulte, I, 244; Schaube, 387, 427. Such disputes often arose due to the 
fact that the tremendously high rate of compound interest multiplied the principal 
in a short time. See examples, Schulte, I, 236 f. 


4Schaube, 427. ? 

5 Schulte, I, 253 ff., Schaube, 422 ff.; Kuske,*Die Handelsbezichungen zwischen 
Koeln und Italien im Spaeten Mittelalter, 395. Ut is not certain that this was a part 
of the bishop’s debt. Schulte considers it such. 
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While the Italians seem to have conducted the Lulk of their 
monetary exchange at the Champagne fairs, they were not bound 
wholly to this organization. In fact they seem often to have 
gone on to Flanders and England from Champagne. They early 
controlled the money business in England.’ English prelates 
made loans from Italians while at the curia in 1176, 1179, and 
1181. These loans, made payable in London, were so hard to 
collect that they came to be looked upon as unsafe investments. 
The monks of Canterbury (1188) complained bitterly because the 
“Roman merchants looked with distrugt upon any loan unless it 
was backed by Roman security.”? Kjichard the Lionhearted, 
while in the Holy Land, also made heav‘y loans from Italian mer- 
chants, which were to be met by his exchequer on presentation 
of the claims of the merchants.’ Italiin merchants played an 
active part in the monetary phases of the close relations which 
existed between the Roman curia and england after the latter 
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there is sufficient scattered evidence to show that there were such 
in Germany even if they were fewer than in England and France." 
A toll schedule of Coblenz for 1104, which is arranged according 
to the cities from which the merchants came, mentions Constance, 
Coblenz, and Zurich, while a schedule five years later extends its 
territory as far as Rome and makes special rates for Romans.’ 
The merchants of Lodi, who appeared before Fredrick I at Con- 
stance in 1153 in order to involve him against Milan, presented 
their cause in German. This would indicate that their business 
had brought them into direct contact with the Germans.’ In 
1200 Otto IV sent a provost of Bonn and a burger of Milan as 
ambassadors to Innocent III. Since they were sent together on 
this mission, it is probable that the two men were acquainted. 
Regensburg probably had a large Italian settlement.‘ 

There is also some evidence that German merchants found 
their way into Italy during the twelfth century. In a toll record 
of Genoa for the year 1128, transalpine merchants with balls of 
wool and linen are mentioned. These probably came from the 
Rhine land or Flanders, where the weaving industry was develop- 
ings Ina contract of 1168 Como and Milan each promised that 
they would not prevent German merchants from visiting the 
markets of the other. An agreement of 1193 between Lombard 
towns hostile to Milan mentions transalpine merchants who 
doubtless were from Germany.’ A municipal statute of 1209 
shows that citizens of Como often went security for transalpine 
merchants.’ In 1220 a German merchant was plundered between 
Cremona and Ferrara, and two years later two merchants from 
Lille were robbed of their merchandise, consisting of cloth from 
Lille, Bruges, and Beauvais, and breeches from Bruges. The 
latter deed occurred near Como and the city paid an indemnity of 
ninety-seven pounds to the merchants.* At the end of this period 
Ferrara had a very prosperous fair. A toll register of 1228 men- 


t Schulte, I, 109. 

2 Inama-Sternegg, II, 387, end note; Schulte, I, 109; Schaube, 426. 

3 Schulte, I, 109. 
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5 Schulte, I, 106. 6 Schaube, 451. 7 Schulte, I, 107 f. 8 Ibid. 









































COMMERCE OF THE GERMAN ALPINE PASSES 839 


tions German merchants along with thcjse of France and many 
Italian cities.. Although no records rdmain to bear out the 
statement, German merchants had doubtiess early visited Venice. 
The first authentic mention of the famous Fondaco dei Tedesch 
is for the year 1228,? but the German mer}hants had shared simi- | 
lar quarters with German pilgrims in Verfice before 1200.3 

It is of course impossible to say what }jroportions of the trade 
of the early Middle Ages went over any {ndividual Alpine pass. 
Only general statements are possible. ‘Ithe toll register of the 
bishop of Aosta indicates that even the Sajacen occupation of the 
Alps did not suffice to stop trade over the Great St. Bernard. 
The arrangements made by Knute the Greyt in 1027 were made in 
the interests of English merchants and pilg{ims, and indicate that 
English trade found its way over that pas}. The possessions of 
the Great St. Bernard hospice in the twelfth century bespeak the 
close relation of that route to the Champagzrje fairs. In the region 
of the Rhine passes, trade was probably cohsiderable from Caro- 
lingian times, as the various tolls of the lhishop of Chur show. 
The market at Rorschach and the rising imjjortance of Constance 
are further evidences of trade in this secti¢n. On the Brenner, 
too, trade seems to have been slowly developing, although it was 


probably not as prosperous here as on the Great St. Bernard and 
Rhine passes. 
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THE Gi PPO SYSTEM 


I 


The gyppo system is a system of remuneration, ranging from 
a simple piece wage to a complicated contract system, developed 
in the Northwest pine belt during the past five years. The term, 
gyppo, may be a derivation from the Greek word, signifying 
vulture, or may be simply a derivation or corruption of the 
word gypsy. In either case, it has something of the cunning 
or predacious init. Cartoons in the Industrial Worker of Seattle, 
inveighing against the system, often picture a sly gypsy fathom- 
ing the hand of an honest workingman. An editorial in the same 
paper dubbed “‘The Gypsy’s Warning” states, ‘At present 
the master class of capitalists call it ‘contract labor,’ ‘piece work,’ 
and other fancy names. .... For us, the proletarians, it is 
‘gyppoing’ and it means all that the name connotes. The gyppo 
is a man who ‘gyps’ his fellow workers and finally himself, out 
of the fruits of all our organized victories in the class war.”? 
The I.W.W. first used the term; now the employers use it even 
in their printed matter. 

The occasion immediately responsible for the introduction 
of the system was the war-time eight-hour strike of 1917-18. 
The workers, through government intervention, lost the strike 
and returned to work sullen and vindictive. The I.W.W., who 
were in control of the pine belt and who suffered most from 
government interference in the way of raids and imprisonments, 
took advantage of the situation and called “a strike on the 
job.” ‘This was so effective that the employers had to adopt 
some form of remuneration based on output. The technical 
conditions of the industry were favorable to the change. As 
pointed out in an article on the Loyal Legion of Loggers and 
Lumbermen in the June number of this Journal, the pine timber 
is comparatively small and can be logged with hand-tools and 


* December 2, 1922. 
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horses. Two men, working with axe, wedge! 
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brothers-in-law, neighbors have been wont jto undertake jobs 
at so much per thousand, furnishing their own tools, horses, 
and hiring whatever help necessary. One group might do the 
cutting, another the skidding, another the loading, etc. The 
expansion of the gyppo system in 1917-18 was merely an applica- 
tion of the experience with the farmer to the entire labor force. 


II 


In the mills the gyppo system, as already suggested, is gener- 
ally confined to piling and loading. But the system has not the 
same latitude in all miils. In some mills the gyppos are group 
bosses as well as group pieceworkers; in others they are nothing 
more than group pieceworkers. One mill had a contract 
with a partnership of eight men to do all piling at a certain 
price per thousand feet. If the partnership needed help it 
was to recommend a man to the foreman for hire, or call upon 
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the foreman to hunt out a man for it, reserving, however, the 
right to veto his recommendation. If acceptable, the new 
man was to be taken into the partnership on equal terms with 
the old members. All members of the partnership were to 
come under the compensation laws just like ordinary workers, 
pay hospital fees and doctors’ fees. This is a case of mere 
group piecework without the presence of the boss element. 

In another instance, a mill entered into an agreement with 
four men as copartners to pile all lumber delivered to them at 
a certain rate per thousand, the mill guaranteeing to deliver at 
least 80,000 feet per day or render an equivalence in pay. The 
copartners could hire their own help but in doing so had to pay not 
more than the rate stipulated for that class of work in the cur- 
rent wage scale of the Loyal Legion of Loggers and Lumber- 
men. Both the copartners and their employees agreed to 
be “‘amenable to the Compensation Laws of the State of Oregon, 
as well as any rules, and regulations of the Company in the 
same manner that the said laws, rules and regulations govern 
and apply to the Company’s regular employees.” The mill 
reserved the right to terminate the contract whenever it was 
dissatisfied with the character of the work done or whenever 
it determined to shut down the mill. Here the gyppos were 
bosses in so far as they could hire their own help; they were 
limited, however, in the wages they could pay. 

In a third mill the gyppos were practically free of all restric- 
tions. They could hire their own help at any price. They 
could even use their own “teams, wagons, and machinery,” 
receiving as compensation for these 10 per cent of the price 
received for the work when done with company ‘‘ teams, wagons, 
and machinery.” ‘They were allowed to choose their own way 
in so far as the law allows, in meeting the responsibility for 
accidents. Indeed, at the same time that they undertook the 
contract they notified the State Industrial Accident Commission 
that they “‘propose to engage in the business of Lumber Piling 
and Sorting’’ and that they elected ‘‘not to accept the benefits 
of the State Compensation Law.” ‘The Oregon Accident Law 
allows employers to choose between state insurance and court 
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action, with the old time defenses of assumption of risk, fellow 
servant, and contributory negligence abrogated if the latter is 
chosen. 

In the camps the gyppo system is even more varied. On 
the bulletin boards of the employment offices in Spokane, which 
is the central labor market for the pine industry, one reads: 
“4 gangs, Sawyers, 3,000,000 to saw, white pine, tools furnished, 
good ground”; ‘2-4 men gangs, saw and skid, $6.50-000, 
teams $4.00 a day’; “‘log cutters, 20c per log, tools and filer 
furnished, company work’’; “sawyer wants partner, here inside”’; 
‘9-4 men gangs to rear and chute $1.50-000”; ‘““4 chute men—on 
contract”; ‘‘3-man-gyppo-gang, skidding, $3.00 and up per 
1,000 feet”; “‘2 lumber loaders, $3.40 and 15c for over 20,000”; 
“man with teams to skid, haul and load 600,000 white pine and 
1,500 cedar poles.” 

These items make it evident that in some instances the 
gyppo system is nothing more than a group piece system. Notice 
the item which reads, “‘log cutters, 20c per log, tools and filer 
furnished, company work.” Here the gyppos work for the 
company with company tools and receive 20 cents between them 
for each log cut. Numerous other instances might be cited from 
contracts bearing terms similar to these: two gyppos joined in 
a contract to cut at 20 cents per log; two gyppos at 22 cents per 
log; two men at 23 cents; three gyppos to skid and deck at 
$4.50 per thousand feet; five gyppos to cut, skid, and deck at 
$6.00 and $6.25 per thousand feet; five gyppos to hand, skid, 
deck logs alongside of flume. Where two gyppos participate 
in a contract and where they do about the same kind of work, 
as in cutting down a tree, the individual piece wage is approxi- 
mated, for the rate is simply cut in two to arrive at the rate oi 
each one. Where a number of gyppos undertake a job and the 
job involves a series of operations such as cutting, skidding, and 
loading, the problem how to organize the crew for most effective 
work and how to prorate the earnings arises. Usually the 
earnings are divided in the ratio of the market wage of each 
occupation involved to the total market wage of all occupations 
involved. 
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Where the gyppos hire help, the boss complication is, of 
course, introduced. In one case a gyppo undertaking to build 
a skid road to skid and deck logs, hired four men to help him. 
Using his own teams, he undertook to do the work at so much 
per foot of road built and so much per thousand feet of logs 
skidded and decked at the railroad track, but paid his men by 
the day. He himself did the decking, apparently in order to 
have all other work behind him so that he might set the pace 
for it. In other instances gyppos took skidding jobs alone at so 
much per thousand feet and hired swampers (men who clear 
the fallen tree of branches and entanglements for the sake of 
easy skidding) by the day. Working tandem with them they 
were able to sustain enthusiasm for the work. In some instances 
steam shovel engineers took contracts to grade for railroads at 
so much per hundred feet, and then hired a fireman and helpers 
at so much per day. 

When the gyppos are permitted to hire their own men, the 
power that the gyppos wield over them depends, as in the case 
of the lumber pilers cited above, on the terms of the contract. 
In some instances it is rather complete; in others it isnot. One 
contract reads as follows: ‘It is further mutually agreed that 
in the event men are hired by the party of the first part (contrac- 
tors) who are not parties to this contract, that they shall be 
hired at the rate prevailing at the camp for similar work and 
through and with the knowledge and consent of the foreman 
in charge of the camp and before going to work must fill out one 
of the regular application blanks furnished by the party of the 
second part” (company). 

At times contracts are let to individuals or to groups of indi- 
viduals at so much per hundred feet of road graded or so much 
per thousand feet of lumber cut, skidded, loaded, etc. At other 
times minimum earnings per day are guaranteed with the proviso 
that if the work done times a certain piece rate is more than the 
amount guaranteed, the difference will be paid. In other words, 
the workers in such cases are paid either a time wage or a piece 
wage, depending on which is greater. On one grading job the 
steam shovel engineer was guaranteed $8.50 a day, a fireman and 
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two laborers $4.50 each. If the work done, however, times a cer- 
tain rate per hundred feet gave a total larger than the total 
guaranteed wage of the crew, the excess was to be divided among 
the four men in the ratio of the guaranteed wage of each to the 
total guaranteed wage. In some cases the company agrees to pay 
to its gyppos a minimum time wage, such as prevails in its camps 
for occupations similar to those performed by the separate indi- 
viduals collectively constituting the gyppo gang; but if upon 
completion of the work, the total outlay does not reach a certain 
stipulated sum per thousand feet of logs, which the company 
estimates as the maximum it can pay for the work, the difference 
between the outlay and the stipulated sum is allowed as a bonus. 
The bonus is divided among the men in the ratio of the fixed wage 
of each to the total fixed wage. If an individual quits or is dis- 
charged as unsatisfactory to members of his group or to the 
operator himself, he forfeits his share of the bonus to the other 
members. If all the members do not, as a group, satisfactorily 
complete the contract, they forfeit their claim to the bonus as 
a penalty for work badly or incompletely done. 

Before the gyppo system permeated the industry, gyppos 
were required to furnish their own horses and equipment. That 
put a limit on the extent of the system, for although many men 
had the willingness to take jobs, they did not have the means. 
The companies recognized the limitation and proceeded to put 
themselves in a position to supply any man with whatever tools 
he might require. So far have the companies gone in this direc- 
tion, that some of them will not permit the men to use their 
own equipment. In one case a company agreed, for a certain 
amount per day straight time, to let horses and harness, valued 
at a certain sum, to its gyppos to be used in logging. The 
gyppos agreed to keep the horses in proper condition at their 
Own expense and bound themselves to be responsible for the 
value of the horses in case of injury or death. In another case 
a company agreed to furnish “‘tools, horses and outfit as may 
be needed, charging same to the account” of the gyppos. ‘‘Upon 
return of these tools and outfit in good condition, proper credit” 
was to be given. For the horses the gyppos agreed to pay a 
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daily rental and in case of injury such damages as the company 
deemed suitable. Some of the larger companies stand ready 
to let even steam shovels for grading logging railroads, and 
donkeys where logging is done by machine power. In practically 
all cases the companies erect the camp bunks and the kitchen, 
where all men, contract as well as company, find quarters and 
food at a nominal rental for the bunks and at the alleged cost 
of the meals. Sometimes the kitchen is let to an enterprising 
cook who tries to run it at a profit. 

In the majority of cases the gyppos stand in direct relation 
to the companies. Sometimes they are removed from the 
companies one or more steps by the intercession of contractors. 
As already pointed out some companies secure logs from miscel- 
laneous holdings in addition to their own. These holdings may 
be too small to make it worth while for a company to organize 
its own gyppo forces and too large to be let to gyppos. In that 
event, the company enters into an arrangement with a con- 
tractor to deliver logs from stumps to mill at so much per thou- 
sand. The contractor then organizes the gyppo forces. To 
a few groups of two he sublets the cutting; to a few other groups 
he sublets the skidding; to others the loading; to still others 
the hauling by wagon or motor truck. The relationship between 
the contractor and the gyppos is in every way the same as 
the relationship between the companies and the gyppos when 
it prevails. The contractor sets up the camp, out of which 
the gyppos work, charges them for lodging and meals, provides 
the necessary tools, and makes certain a continuity of work. 

In one contract a partnership of two agreed to fell, bark, 
skid and deck 1,000,000 feet, more or less, of logs, and grade the 
road for their delivery at a stipulated price per hundred feet 
for grading and a stipulated price per thousand feet for logging. 
Apparently the work was to be done on government reservations. 
The partnership was to set up i's own camp with lumber fur- 
nished by the company. It was to provide its own horses and 
tools, except four spool carts with large-diameter wheels used 
in logging. No mention was made in the contract as to the 
character or number of laborers to be hired, the hours they were 
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to work, or the wages they were to receive. The only restriction 
on the partnership was that it was to pay its debts and permit 
no lien to fall on the work done. For surety, the company 
reserved 20 per cent of the sums currently due the contractors 
until final completion of the work. The partnership then sublet 
the work to gyppos, and the gyppos, together with hired help, 
did the work. In another contract for clearing three homesteads, 
the contractors sublet the road work, cutting, skidding, and 
loading to a gyppo at so much per unit of work done. The 
gyppo did the work with help that he paid by the unit or day, 
depending on the work done. The hauling of the logs from the 
siding to the river, the contractors sublet to another gyppo at so 
much per thousand feet of logs. This gyppo sub-sublet to 
another gyppo some of the hauling and did some of it himself 
with the aid of hired heip. 

It is not always easy to distinguish a contractor from a gyppo. 
In one contract, a company agreed to pay $7.00 per thousand 
feet for all ‘‘merchantable logs” delivered on the banks of a 
certain river. The company also agreed to advance the money 
which the individual undertaking the contract was to use in 
buying the timber he was to cut, showing receipts for the amount 
paid. But he was to report his wage bill in order to clear himself 
of liability for accidents that might occur to any of his crew. Is 
this individual a contractor or a gyppo? He was not only to 
prepare the timber and deposit it at a certain place, but he was 
also to buy it, although he was not to make a profit on the transac- 
tion. He was to organize his own working forces without any 
restriction, but he was to report their wages. De facto he was 
a contractor, for he operated on a considerable scale. But in 
shifting the responsibility for accidents he limited his position 
of independent employer. The position of the court has been 
that if an individual renders a service to another in the course 
of an independent occupation, representirg the will of his 
employer only as to the results of his work and not as to the 
means by which it is accomplished, he is a contractor. But 
“if the employer reserves to himself, or to his representatives, 
the right to control at his pleasure the manner and means 
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by which the work contracted for is to be accomplished, if 
the employer may stand by and tell the person undertaking 
the work, where, when, and how it shall be performed, such 
person is the agent and servant of the employer, and not an 
independent contractor.” In requiring notification of wages 
paid, the company presumed to retain technical control over 
conditions of employment, and de jure, made the contractor a 
SYPpo. 

Following this interpretation, two individuals, one under- 
taking to clear in his own way a stand of timber, and the other 
undertaking to skid in his own way a part of the timber for the 
first individual or for an independent operator, each hiring his 
own help, would both alike be contractors, independence in 
the execution of the work being the determining factor. But such 
a distinction misses the economic side of the problem. A better 
distinction is the one followed here, namely the size of the job 
an individual undertakes. An individual who undertakes to 
clear a tract of land is in a different economic position than is 
another, who undertakes a skidding job. The first is a business 
man, commanding capital, having organizing and executive 


ability; the second is more in the nature of a worker, owning 
perhaps a team of horses and hiring a helper. As pointed out, 
the first (designated here, contractor) very often sublets to the 
second (designated here, gyppo). 


Itt 


For more than a generation, now, the engineers have been 
dinning into the ears of the economists that the wages problem 
is affected by the method of payment, that is, whetKer the pay 
is doled out on a basis of time, piece, differential piece, com- ' 
bination time-piece, collective time, collective piece, collective 
differential piece, or collective combination-time-piece. Social 
workers originally, and latterly industrial psychologists have 
insisted on indirect payments as a part of the problem; for 
instance, wholesome surroundings, opportunities for self-expres- 
sion and advancement, security, favorable housing conditions. 
This has not materially affected the discussion of the economists 
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on Mt. Olympus. They have accepted these things only as 
details affecting the major forces of supply and demand. While 
no one can deny the importance of demand and supply in the 
problem, they are played upon by so many influences that it is 
difficult to predict their effect. As it is, the engineer and psy- 
chologist are safer guides in the wages problem than the 
economist. 

In all this the gyppo system is simply a case in point. It 
lacks all the refinements of efficiency engineering, and is but a 
crude appeal to the worker’s motive for higher earnings, yet it 
has produced results on which the demand and supply formula 
has nothing to say. At first the companies simply did not know 
what to pay. The assistant general manager of one of the largest 
pine producers in the Northwest writes: 

One gyppo I know made $1,700 net and clear in 32 days. Hundreds 
of them made $8 to $12 per day and dozens made $15 to $20 per day. But, 
at that, the costs per unit were usually well under those obtaining under 
the day wage system. As an instance: In 1917 sawyers in the woods were 
paid 30 cents per hour for ten hours, or $3 per day. Two of them might 
fall 4,000 feet of timber a day, at a wage cost of $1.50 per M. At a piece 
rate of $1.50 per M., these same men might fell 14 M. feet of timber in a 
day. This would give the men $10.50 per man per day, the labor cost to 
the company would be just the same, but it would only require one-third 
the number of sawyers, and all other costs connected with sawing would 
be lower per thousand. 


When the companies saw that the gyppos were making too 
much money they cut the rates. But even so gyppos now earn 
more than they would earn as day-workers. Even day-workers 
when working for gyppos earn more than when working for 
the companies direct. In spite of these higher earnings labor 
costs per unit of output have declined. One company writes, 
“cost of logging has been reduced by this so-called system”’; 
another, ‘‘the labor cost per unit of output is unquestionably 
somewhat lower under the gyppo system”’; still another, ‘‘about 
60 men under the gyppo system perform as much work as 80 
under the day wage basis.” Another company writes “that 
by letting contracts we can do the work for at least half the price.” 
No statistical data are available to check these statements, 
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but the general spread of the system throughout the pine belt 
should give them credence. 

Among the gyppos there is not that same consensus of opinion 
as to the merits of the system. Although earnings are stil] 
higher than in day work, they are not so high as they once were. 
In some instances if wages are still excessive, they are so only 
through excessive exertion or excessive hours. The farmers, 
since the companies have begun to let equipment to anybody 
who comes along, have been particularly injured through the 
loss of that immunity from competition which the ownership 
of a little capital once gave them. Not only have they lost 
immunity from competition, but, lacking mobility, they have 
been reduced to the weakest position in the system. Those who 
follow logging as a profession have not only been obliged to 
pocket a loss in earnings as rates have been reduced, but have 
been rendered powerless to prevent further reductions, for the 
system has individualized and weakened their organizations. 
Writes a contributor to the Industrial Worker of October 7, 1922: 

The I.W.W. became a potent factor economically in the lumber industry 
of the Northwest in the summer of 1917. In the course of the following 
two years, they organized and exercised their economic power to an extent 
that not only caused a panic amongst the lumber pirates . . . . but the 
entire exploiting class of the country There must be a frank admis- 
sion made here: that this formidable organization has declined since the 
fall of the year 1919. The gyppo system was introduced in the logging 
camps universally, and in a general way in the fall of the year of 1919. I 
think, this is no doubt the principal reason, if not the sole reason, why the 
organization has not progressed faster in the last couple of years. 


This is probably an exaggeration because of neglect of war and 
post-war influences, but the gyppo system has undoubtedly 
played its part. In the recent strike agitation in the Northwest 
lumber industry, the I.W.W. put the “abolition of contract and 
piece work in camps” second to the “release of all political 
prisoners.” One thing is certain. The gyppo system has 
individualized employment to such an extent that even such a 
God-fearing organization as the Loyal Legion of Loggers and 
Lumbermen, while generally existing throughout the entire 
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Northwest, does not exist in the pine camps where the system 
is most complete. 

One more point in the system antagonizes the workers, and 
that is the absence of a unit to serve as a basis for rate making. 
To be sure gyppos agree to fell trees at one figure per thousand, to 
skid at another, to load at still another. There appears to be 
something precise here. But this precision is wholly fictitious. 
The amount of time and energy required to perform successive 
units of these different tasks depends on the size of the tree, 
topography, underbrush, windfalls, season of the year, and these 
are not definitely measurable. So many are the problems 
involved in clearing a piece of timber land that even expert 
logging engineers often cannot tell in advance what the cost 
will be, much less a gyppo. Under the circumstances gyppos un- 
dertake jobs which prove failures. To overcome this uncertainty 
the more considerate concerns guarantee a certain day wage, and 
pay the piece wage if the output times the rate makes the piece 
wage greater than the day wage. Some concerns even change 
the rate if the gyppo has proven himself diligent and yet has lost. 
But that leaves the whole matter uncertain, particularly when 
in the hands of financially weak or unscrupulous concerns. 

E. B. MIrTELMAN 


ScHOOL OF COMMERCE 
OREGON AGRICULTURAL COLLEGE 
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THE SUPREME COURT AND THE 
MINIMUM WAGE 


Do women have bargaining power equal to that of men in making 
a contract for wages? Do women who make wage contracts with 
employers stand on an equality of bargaining power with them? 
Granted that the health of women needs to be protected by legislation, 
has low wages any connection with health? Is human labor power 
a commodity similar in principle to other kinds of goods? Is a law 
which endeavors to guarantee to women a wage which enables them 
to keep in health and preserve their morals, one which widens the 
operation of the police power “to a great and dangerous degree” ? 

These are some of the questions answered by the majority opinion 
of the Supreme Court on April 9, when the District of Columbia 
minimum wage law was declared unconstitutional by a vote of 5 to 3, 
Justice Sutherland rendering the opinion, with Chief Justice Taft and 
Justices Holmes and Sanford dissenting, and Justice Brandeis not 
taking part.? 

There are a number of points raised by Justice Sutherland which 
are quite worth the while to discuss in the light of what authorities, 
backed by public opinion in general, think concerning them. The 
attack on the law is along the following lines: (1) The law does not 
come within any of the exceptions to the general rule forbidding legis- 
lative interference with freedom of contract, in that it does not touch 
on contracts of public interest, emergency, and other considerations 
of a similar public nature. (2) “It forbids two parties having lawful 
capacity—under penalty to the employer—to contract freely with 
one another in respect of the price for which one shall render service 
to the other in a purely private employment . . . .” thus interfering, 
presumably, with the freedom of contract guaranteed by the Constitu- 
tion. (3) The law is invalid because it discriminates in favor of women 
in a matter concerning which they are practically on a par with men. 
(4) ‘The feature of this statute, which perhaps more than any other, 
puts upon it the stamp of invalidity is that it exacts from the employer 
an arbitrary payment for a purpose and upon a basis having no causal 

* Adkins et al., Minimum Wage Board of District of Columbia, v. Children’s 
Hospital of the District of Columbia. Same v. Lyons. 43 Sup. Ct. Rep. 394. 
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connection with his business or the contract or the work the employe 
engages to do. The declared basis is not the value of the service 
rendered, but the extraneous circumstance that the employe needs 
to get a prescribed sum of money to insure her subsistence, health 
and morals.” 

Before proceeding to a discussion of these several points it is 
necessary to point out the importance of this decision. For many 
years social workers, labor leaders, economists, and others have been 
working to introduce the principle of the minimum wage into our law. 
It is well known that women’s wages in many industries have been 
and are notoriously low. One investigation after another has disclosed 
the undesirable conditions existing among unskilled women in industry, 
until public opinion has generally recognized the fact and in many 
cases has translated the recognition into action in the form of remedial 
legislation. The principle of the minimum wage law was recognized 
by New Zealand as early as 1894, and by Victoria in 1896. During 
the first decade of the century most of the other Australian states 
also adopted minimum wage laws. Great Britain received its first 
law from Parliament in 1909, and since that time it has been extended 
so that it may be applied to all workers in nearly all industries. 
France in 1915, Norway in 1918, Argentina in 1918, and the four 
Canadian provinces of British Columbia, Manitoba, Quebec, and 
Saskatchewan, in 1918 and 1919 have all put minimum wage laws 
into effect. 

In this country, the first law establishing a minimum wage for 
women was enacted in Massachustets in 1912. Since that time 
thirteen other states have adopted similar laws, so that at present, 
with two repealing their legislation, there are twelve of them. It 
has been assumed ever since 1917, when the Supreme Court, in Stettler 
v. O'Hara (243 U.S. 629), voted four to four (Justice Brandeis not 
taking part), on an appeal from the decision of the Oregon Supreme 
Court which upheld the Oregon minimum wage law, thai such laws 
were not likely to be held invalid by the Supreme Court. In view 
of the decision handed down on April 9 all minimum wage legislation 
is endangered. Although the law in question was one passed by 
Congress, applying only to the District of Columbia, the principles 
laid down by the court would appear to be equally tenable when 
applied to any other mandatory minimum wage law.' That states 


*The Massachusetts law is not of the mandatory type. All of the others in 
effect do not differ essentially from the act declared unconstitutional. 
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having such laws felt this, may be seen from the fact that the attorneys 
from several of them pleaded before the court in favor of the District 
of Columbia law. 

We are now in position to consider the line of reasoning adopted 
by the majority in the present case. As to the first point, it is rather 
difficult to understand why the Jaw in question has no reference to 
contracts of public interest. The law empowers a minimum wage 
board to fix a living wage, which will keep a woman in health and 
preserve her morals. It would appear to be very much a matter 
of public interest whether or not the 12,500 women in the District 
of Columbia, which number, approximately, are affected by the ruling, 
are enabled to get a living wage. Not only do they make up a consider- 
able part of the public, but the public must be very intimately con- 
cerned with the question of whethe- or not these women are receiving 
a wage which keeps them in sufficiently good health to be healthy 
mothers of a healthy generation. Similarly it would appear that the 
maintenance of a wage necessary to preserve a woman’s morals is 
decidedly a matter of public interest. Yet Justice Sutherland holds 
that the law does not come within the exceptions to the general rule 
forbidding legislative interference with freedom of contract in that 
it does not touch on contracts of public interest. 

The second point assumes that an employer and a woman employee 
are on an equality of bargaining power, that to prevent an employer 
from paying less than a living wage to her and to prevent her from 
accepting less than such a wage, if she wishes, are unjustifiable restric- 
tions on the liberty of contract guaranteed by the Constitution. The 
enunciation of such a doctrine by the Supreme Court in the year 1923 
carries one back to the spirit of Adam Smith and the laissez faire ideas 
of the British manufacturers of more than a century ago. The trend 
of legislation, of public opinion, and even of Supreme Court decisions 
for many years has been in the direction of a recognition of the fact 
that between an employer with a job to give and an employee with 
very little choice but to accept, there is and can be no equality of 
contracting power. It is a bit surprising to come upon evidence of 
a lack of recognition of such a fact after a quarter century of legislation 
based on its recognition. The fact that such inequality exists between 
employers and employees, has been recognized by the Supreme 
Court in Holden v. Hardy, 1898, in Muller v. Oregon, 1908, and was 
tacitly recognized by half the court in Stetéler v. O'Hara in 1917. 
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The court makes a distinction in this connection between legislatior: 
protecting the health of women and that affecting such matters as 
wages. ‘Thus it seems to approve decisions and laws which limit the 
number of hours of labor, because this is directly concerned with 
health, and since women are physically weaker than men the state 
is justified in protecting them. But the court believes that no such 
inequality between men and women exists with regard to civil and 
contractual relationships, and points to the 19th Amendment as 
evidence. Hence a law fixing minimum wages for women discrimi- 
nates in favor of women in a fashion which assumes they are not on 
a par with men in such relationships. Hence, presumably, such a 
law denies the equal protection of the law guaranteed by the Consti- 
tution, and is class legislation. Are there not very intimate connec- 
tions between the protection of health and the wages women receive ? 
Does not the law in question specifically mention a wage which will 
keep women in health? On this point Chief Justice Taft, in his 
dissenting opinion, speaks clearly. ‘It [the court] appears to me to 
exaggerate the importance of the wage term of the contract as more 
inviolate than its other terms.” He points out also the inequality 
of bargaining power existing between employer and employee to 
justify legislation recognizing this fact. It seems to be established 
to the satisfaction of most people that women do not, for many reasons, 
have the same ability as men to protect themselves in bargaining for 
working conditions. Lack of organization, the brevity of their indus- 
trial life, the large numbers of them ready to compete for unskilled 
jobs, the tradition of lower wages, the presence of many women 
working only for pin money and underbidding those who must earn 
a living, these and other factors have convinced most people that 
women in industry need more protection than men get. But the 
majority of the Supreme Court recognize none of these facts as 
important. 

The court points out that the wage is fixed according to the 
opinion of the wage board and its advisers and bears no relation 
to what a woman earns or to the work she does. But this type of 
wage law makes specific provision for investigation in each case before 
the wage for a particular industry is fixed. Hearings are held. 
Advisers representing the industry consult with the board. The 
wage finally set comes as near being carefully. considered as such things 
can be. If it is a matter of opinion on the part of the board and its 
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advisers it would seem to be much better than a wage set according 
to tle opinion of only one person, the employer himself, as is so often 
the case where no minimum wage law exists. As to the claim that 
there is no direct connection between the wage set and what is earned, 
it may be pointed out that the law makes exceptions for inefficient 
workers. An industry which actually cannot afford to pay a living 
wage to an ordinary adult woman working a full day is not an industry 
which deserves much consideration from the point of view of public 
interest. 

There are several other statements made in the court’s decision 
which are of much interest, but concerning which the limitations of 
space forbid more than mere mention. Most important among them, 
and one which has already loosed a great cry among the spokesmen 
of organized labor, is Justice Sutherland’s dictum that there is no 
difference, in principle, between the price of labor and the price of 
other goods. Many people will also question whether a minimum 
wage law really is a dangerous extension of the police power. 

Those who have confidence in the efficacy of our law as a protector 
of the economically weak are not likely to find overmuch comfort 
in a Supreme Court which applies the principles of free contract and 
equal protection of the laws in such a way as it did on April 9. 


EDWARD BERMAN 
UNIVERSITY OF ILLINOIS 





TWO CLASSICS ON CONSUMERS’ CO-OPERATION? 


The growth of the consumers’ co-operative movement has been 
one of the relatively unnoticed marvels of the last eighty years. 
From the twenty-eight starving weavers, who with their pennies 
formed the Rochdale Pioneers in 1846 has sprung a great movement 
with four and a half million members in Great Britain, over ten million 
in Russia, three million in Germany, two million in France, and with 
' hundreds of thousands in each of the smaller countries of Europe. 
These two recent books by the Webbs and Gide are not only the best 
modern studies of this vigorous economic movement but they form an 
admirable complement to each other. 

Professor Gide, who now holds the chair of co-operation at the 
Collége de France, has long been known as the Nestor of French 
co-operation. In this lucid volume, he sketches the salient charac- 
teristics of consumers’ co-operation in the various countries together 
with the problems that confront the movement as a whole. In his 
conception, the fundamental purpose of co-operation is the transforma- 
tion “of that co-operation which already exists in a latent state in all 
human society, into conscious organized co-operation.” Without 
the profit stimulus to their managers, the co-operative societies 
succeed because they can prevision the needs and purchases of their 
members and consequently can eliminate the losses through speculation 
and overstocking, which are characteristic of profit-seeking stores. 
They are moreover freed from the expense of trying to procure 
customers by advertising, by luxurious premises, or by offering 
credit, while by attracting disinterested energy, they have been able 
to obtain good managers for much lower stipends than capitalistic 
enterprises have to pay. 

After a succinct history of consumers’ co-operation in the chief, 
countries, Professor Gide gives the most recent statistics of their 
membership, the turnover, the number of societies in each country, 
together with statistics derived from these basic tables. He then, 

*Charles Gide, Consumers’ Cooperative Societies. With an Introduction and 
Supplementary Chapter by James P. Warbasse and edited by Cedric Long, 
A. A. Knopf 1922, pp. 287. Sidney and Beatrice Webb, The Consumers’ Coopera- 
tive Movement. Longmans, Greene and Co., 1922, pp. 504. i 
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proceeds to discuss various systems of sale, strongly advocating sale 
at current price rather than at cost, and then analyzes the factors 
determining the rate and amount of profits together with the methods 
of distributing them. Turning to the proper composition of a 
co-operative society, he gives a tempered criticism of societies based 
exclusively upon some one such tie as common occupational, religious, 
or political interests, and argues for all-inclusive societies in which 
women and others in the household should be members as well as the 
breadwinners. Consumers’ co-operatives are shown to need little 
fixed capital and therefore to be able to start with small resources 
which can gradually be increased as the membership grows, by means 
of entrance fees, by dividends left on deposit or converted into shares 
(which is generally the chief source) and by loans from members. 
Capitai as such is treated as a hireling, and although by all save a 
few of the most radical societies it is paid its wage in the form of the 
current rate of interest, it is not allowed any share in the profits, and 
like labor in modern capitalistic industry is divorced from all share 
in control. As the result of an analysis of the success of co-operation 
in various lines of business, Professor Gide concludes that the field of 
commodities adapted to co-operative purveyance is extremely broad, 
including “food, clothing, housing, furniture, ornaments, books and 
even medicine.” The conflict between the co-operative societies 
and the private traders is sketched suggestively and the prophecy 
is made that the future division of labor between the two will be that 
the trader will supply the demands which are of “an individual, 
temporary or fanciful character,” in a word, luxuries and fashions, 
while the co-operative stores will supply goods which are “general, 
homogeneous and permanent.” 

In two final chapters, Professor Gide compares co-operation with 
syndicalism and socialism. He admits that consumers societies 
cannot expect to manage agriculture, and he is somewhat wavering 
as to whether manufacturing should be dominated and controlled by 
theconsumer. He favors either the sharing of profits by the consumers 
societies with their employees of the factory and the shop, or by the 
producers societies with the ultimate consumers. Co-operation is 
distinguished from modern socialism in that it springs from a desire 
to prevent the exploitation of the consumer by the market system, 
while Marxian socialism centers its attention upon the exploitation 
of the producer by the owner of capital with its attendant absorption 
of surplus value by the capitalistic class. Secondly, while socialism 
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aims at the confiscation of capital which has already been accumulated, 
co-operation purposes the building by slow and peaceful methods of 
new socially owned capital. Professor Gide as a solidariste is natura‘ly 
opposed to making the co-operative movement a tail to the Socialist 
kite, as is largely the case in Belgium and France, and points out that 
“the very socialists who are loudest in their attacks on political ard 
religious neutrality in co-operative societies are the first to recognie 
it in their trade-unions.” 

The Webbs confine their attention to the British movement and 
treat that with their characteristic thoroughness and perspicuity. 
The first two chapters give a clear picture of the development and 
activities of the retail stores, of the co-operative wholesales and of the 
Co-operative Union. With this as a background, the four remaining 
chapters deal with the position of the co-operative employees, the 
effect of the war upon the movement, the remediable defects and short- 
comings of the British movement, and the future of consume's 
co-operation. The chief reforms which they would have the move- 
ment adopt are the following: the spending of a larger part of the 
collective savings for collective purposes as in the Belgian system, 
instead of distributing virtually all of them back again to individuals 
as private property; the dealing to a much wider extent in commoditizs 
other than groceries by including such items as clothing, milk, col, 
meat, green groceries, books, amusements, health protection, etc.; 
the launching of a vigorous campaign from a federal source to establish 
stores in regions which are still virtually co-operative “deserts”; 
the removal of existent “overlapping” by the amalgamation of 
competing retail societies; the guarding against the loss of membership 
resulting from migration by making membership transferable between 
societies, and the checking of bureaucracy through increased interest 
on the part of the rank and file, with popular control of the local 
administration officials exercised, as in Leeds, through elected 
assemblies. ‘ 

The development of the movement has brought with it pressing 
problems as to the proper relationship between it and its employees. 
The English wholesale early agreed with the various craft unions 
to pay union rates of wages, but the unorganized retail clerks were 
for a long time both overworked and underpaid, although no more 
so than shop assistants in general. Out of this situation arose a 
militant union of co-operative employees, the Amalgamated Union 
of Co-operative Employees (now the national Union of Distributive 
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and Allied Workers) which by 1921 had enrolled 90,000 out of the 
190,000 employees of the movement. By carrying on an agitation 
within the ranks of the co-operative members and by the ready use 
of the strike, wages have been raised appreciably above the subsistence 
level and much in excess of those prevailing in other shops, while 
hours have been reduced to a much lower point than elsewhere. 
Along with this, the A.U.C.E. demanded “joint control” of the 
whole movement. The retail stores now bargain collectively with the 
A.U.C.E., but have not of course granted any share in control to the 
workers as such, although there is an increasing tendency to rove 
some of the political disabilities from which the employees who are 
also members have suffered. The English wholesale has granted 
the union scale of wages but still refuses to deal collectively with the 
A.U.C.E. 

In a masterly final chapter the Webbs discuss the future prospects 
of co-operation. They point out that this gigantic venture has been 
able to secure high-minded and intelligent effort for moderate pay, 
a director of the English wholesale receiving only 850 pounds a year 
and that not as much mental ability is needed under co-operation as 
under capitalism, since the latter demands a great deal of adroitness 
in the promotion of non-social or actively anti-social ends. They 
believe that an obligatory association of consumers in the form of the 
state is necessary to furnish such things as public education, drainage, 
lighting, police, and fire protection since they do not believe that those 
who profit by these services could be depended upon voluntarily 
to contribute a proper share for their support. As true Fabians, 
they also postulate the necessity of the state as an agency to prevent 
groups from monopolizing differential site advantages. 

The Webbs agree with Professor Gide that agriculture can be best 
conducted by individual farm owners, marketing their product 
co-operatively and in turn making their necessary purchases as 
members of consumers co-operatives. Finally, they vigorously 
oppose the whole doctrine of control by producers, whether in the 
form of the self-governing workshop, syndicalism, or guild socialism. 
They declare: 

No man, can be trusted to be judge in his own case 
practical administration of its own industry, every democracy of producers 
exercising power over the conditions of its own work is by the very nature 
of its membership perpetually tempted to seek to maintain existing processes 
unchanged, to discourage innovations that would introduce new kinds of 
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labor and to develop vested interests against other sections of workers. 

. No self-governing workshop, no Professional Association, : no 
Co operative Society, and no Local Authority has yet made its adminis¢ra- 
tion successful on the line of letting the subordinate employees elect or 
dismiss the executive officers or managers whose directions these particular 
groups o: employees, have in their work, to obey. 


Consumption is the larger part of life and as such should ultimately 
be dominant. 


UNIVERSITY OF CHICAGO 


Paut H. DoucGtas 











BOOK REVIEWS AND NOTICES 


A Critique of Economics. By O. FRED Boucke. New York: 
Macmillan, 1922. Pp. 305. 

The Critique “is, in a sense, a continuation” of the Development 
of Economics. It represents a prodigious amount of reading over a 
period of years, much of it in fields where the economist no longer 
feels himself at home—psychology, epistomology, logic, ontology, ethics. 
After a detailed investigation of the psychology of valuation and its 
bearing on economic doctrines, Boucke concludes: ‘Real quantitative 
laws [of price, income, and productivity] have not yet been found.” 
“Psychic states, strictly speaking, are always immeasurable, and 
thus preclude the use of psychology for measurements as exact as 
those that Utilitarianism or Marginism laid claim to.” ‘The deriva- 
tion of laws of price from a study of human nature must be held 
impossible; and with this recognition of the difference between 
problems of economics and those of psychology will come also a 
different conception of laws of price.” 

After this destructive doctrinal critique he proceeds to a more 
constructive discussion of economic methodology. He inquires 
whether economics can be a science comparable to physics or chemistry 
and finds: ‘A law cf nature is a statement of a regular recurrence of 
sequences or co-existences.” Law is a special case of correlation—the 
case where correlation is perfect. ‘The unfailing regularity of a law 

. exceeds greatly the proximate regularity of [other] correlations.” 
It is on account of the reduction of phenomena “to nondescript, 
colorless, indivisible units that [physical] science is able to draw up 
formulae of such definiteness and sweep.” But “correlations in 
bio-metrics or physiology or social science, rest on highly complex* 
units’? where regularities are not nearly so perfect as those of physics. 
Causality applies to other correlations as well as laws of the physical 
sort. ‘Any one set of physical events may be either cause or effect” 
and “within any one organism psychics and physics are linked by a 
dual causality so that each group of facts may appear as either cause 
or effect. But otherwise physics acts only on psychics, and not vice 


t Italics are the reviewer’s. 
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versa.” ‘The units of our correlation of vital phenomena—biological 
or sociological—are effects only and not causes in our illustration 
because of their very complexity and evolution out of [the] simple; 


elements . . . . of physics and chemistry.” Again we assign ai 
effect to different causes according as we take a short- or long-time: 
viewpoint. ‘ 


There are three standard methods of science—experimentation: 
statistics, and reflection. Since “experimentation is out of the ques’. 
tion for the social sciences,”’ economists must proceed statistically 
if they are to undertake measurements at all. But “reflection fot : 
economists will remain probably a mode of approach superior td 
statistics, no matter how much this latter accomplishes.” This does 
not mean that economics should be purely deductive, for ‘“deductior; 
and induction cannot be torn apart”’ and ‘‘we must bear in mind thé 
factual content of economics as against the conceptual nature oj, 
mathematical proofs.” Economists may “search for regularities of 
inter-relations that are as true today as yesterday, and as valid for 
the distant future as for the present,” but “it need not be imagined 
that the units of the organic and social world studied by the methods 
of statistics and reflection will change objectively, or into new, more 
or less permanent quantitative relations, without its reacting upon. 
our sphere of inquiry.” Moreover “an ‘ideal’ or static economics 
cannot be made an index of actual dynamic conditions.” ‘The; 
chief reason why economists cannot imitate physicists without 
invalidating their conclusions is their inability to estimate dynamic 
facts quantitatively after they have worked with statics,” since eco- 
nomic statics and dynamics “involve different numbers and kinds of 
elements.” 
“Psychology deals with the individual . . . . so it cannot very: 
well be confused with economics which is interested in inter-individual 
relations.” In distinguishing economics from sociology “what 
merits our attention chiefly is the strong tendency among sociologists 
towards qualitative analysis, while economists incline increasingly 
toward a quantitative analysis.”” The relations “between economics: 
and politics or history . . . . have always been sharply defined.”’’ 
As between economics and ethics “we have to do with two entirely: 
different viewpoints. On the one side is science which treats of events: 
and their regularities; on the other, ethics which consider man as a 
willing being.” The one deals with what is, the other with what. 
ought to be. Thus “if moral standards .... pronounce the 
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conditions leading to economic prosperity moral, then—and then 
only!—may the economist offer advice of an ethical import.” But 
“the statesman cannot use the data of economics as the manufacturer 
may use those of a chemist,” for in applied economics the economist 
must reckon with “the change effected in our economic processes by 
this very act of application.” 

As for the content of economics he is inclined to feel that it has 
chiefly to do with production and consumption defined in something 
broader than a pecuniary sense. The pecuniary and competitive 
aspects of production, distribution, and consumption should be 
supplemented by concern with the collectivistic and technological, 
stressing the national viewpoint and the consequences of public 
control. Prices may be studied by a ‘‘qualitative correlation” with 
mental states and by statistical correlation with other prices and with 
physical qua™i.i‘‘es. Studics of the growth and distribution of wealth 
and income—both their trends and their cyclical disturbances—are 
also in order. 

The doctrinal critique to which over a third of the book is devoted 
is not altogether convincing or satisfactory. Some of his comments 
such as those on the three and four fold classifications of production 
factors do not apply with equal force to all economists. Occasionally 
the work takes on an unwarranted air of completeness, as e.g., when 
he finds only two laws of diminishing productivity: the exhaustion of 
soils by continued ,cropping, and the “law of proportion of factors” 
(p. 132). And while it is offered as a critique of economics the discus- 
sion of the present status of the “‘science” turns out to be almost 
exclusively a critique of economic value theory. Even here he is 
ready to grant “the substantial accuracy of the assumption of private 
property and freedom of contract’ (p. 80) as if granting accuracy 
were the chief question! Rather, what would seem to be required is 
a detailed investigation into the nature of the conflicting and evolving 
legal rights of which these economic institutions are made up. And 
on the tacit assumption (p. 81) that competition is only between 
individuals he makes no comment. It is to be regretted that his 
account of the psychology of valuation omits a consideration of 
choice. And to the reviewer it seems unfortunate that his rejection 
of psychology was not complete enough to make him espouse the 
Institutional Cause. 

Although much of his presentation is for the general reader, the 
abstract character of the treatment, the brevity necessary in covering 
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so wide a field in so small a space, the curious sentence structure, an¢. 
the unannounced use of terms in a sense peculiar to the author, oftea 
obscure the references and make the argument difficult to follow and 
unconvincing. In the midst of an abstract discussion of the method: 
ology of social science one comes suddenly on the conclusion tha‘ 
“Tt follows from the nature of law and causation that economists 
must abandon all doctrines of imputation anent productivity and 
the price of services” (p. 244). Doubtless it follows from his definition 
of law that there can be no exact quantitative “law” of equality betwee: 
the price of the service rendered by a factor of production and its 
marginal value-productivity. But it is by no means clear that i: 
would be inconsistent with his findings for economists to establish: 
by “reflection” an approximate functional relationship in a busines: 
enterprise between quantity of factor and value-product whict! 
would suggest a tendency of the demand price for a factor to equal the 
increment of value product resulting from its use, whatev ~ may ae 
the merits of such a doctrine on other grounds. 

Although it would be difficult to find a more widely read economist! 
here and there the current of thought appears to have flowed around 
and past him. ‘Thus he appears to subscribe to a sociology basec 
on suggestibility, imitation, and heroism (p. 64). Again he adhere$ 
to the discrete conception of law and causation which had its basis in 
Associationism, and even declares that for the psychology of inductior 
“we can never hope to improve much on the diagnosis submitted bys 
David Hume” (p. 151). So too he refers repeatedly to predictior) 
for the future only, as if the equations of astrophysics did not apply; 
to the past also. ‘ 

Of more immediate concern to economists is his failure to touch, 
the relation between economics and politics while urging on thim 4 
study of nationalism and public control. The distinction that he 
offers between economics and sociology does not comport well with: 
the emphasis he gives to “reflection” and “qualitative causation”; 
in economics. His trite statement of the relation of economics tc 
ethics is doubtless quite consistent, but had he been more —s 
to look to biology and less to physics as a methodological model frow 
which to deviate he might have come out with a more functional—and 
incidentally a more revolutionary—viewpoint in economics. It is to 
be regretted that he gives little or no discussion of the internal relations 
among the several special fields of inquiry that now go to make up 
economics. And it is doubtful whether a revision of economics so: 
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radical as he apparently contemplates is possible without a realignment 
of problems not only among these branches of itself but also among 
the several social sciences. Indeed, there are many indications, in 
spite of his extreme statements, that he may be too deep in the ruts 
of the past to undertake the genuine revision of theoretical outlook 
which the situation requires. However, shortcomings and provoca- 
tion of disagreement are partly a measure of the task he has under- 
taken, and gratitude is due him for entering a field ‘n which there is 
no up-to-date English work. His emphasis on the ucter disregard of 
economic “theorists” for their obsolete psychological assumptions, 
and on the limitations of physics as a model for economics, should 


prove a lasting service. 
Morris A. CopELAND 
CoRNELL UNIVERSITY 


An Introduction to the Study of Labor Problems. By GORDON 
S. Watkins. New York: T. Y. Crowell and Co., 1922. 
Pp. 650. 

In the Introduction to the Study of Labor Problems Professor 
Watkins has given us a book which embodies one of the many ideas 
of what a course in that subject should contain. The content of 
courses in “Labor” has by no means been standardized and doubtless 
it is true that the time for such standardization has not been reached. 
This attempt at such an outline is a welcome one. 

Professor Watkins’ book is very inclusive. In 650 pages divided 
into three parts there are twenty-seven chapters treating as many dis- 
tinct, though related, topics. The three chapters of Part I are grouped 
under the heading, ‘Nature and Development of the Problems.” 
Part II has eleven chapters under the general heading, “ Analysis of 
the Problems”; and Part III, with its thirteen chapters, deals with 
“Agencies and Methods of Readjustment.” Within these broad 
topics appear chapters dealing with the more conventional subjects 
and, in addition, there are chapters on “ Wealth, Income and Wages”’ 
(13 pages); ‘Child Labor” (26 pages); ‘Human Waste in Industry” 
(20 pages); “Immigration” (34 pages); ‘Personnel Administration” 
(23 pages); “Industrial Education and Training’ (18 pages); 
“Co-operation” (29 pages); “Socialism” (26 pages); “The Basis of 
Progress” (7 pages). 

It is a general characteristic of these chapters that each is treated 
as a separate topic and could be read or studied without much, if any, 
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reference to any other chapter. This raises another point of some 
importance. The space given to any one chapter is necessarily brief: 
The average number of pages for the twenty-seven chapters is only: 
twenty-four. The length of Gaptere is very irregular, ranging from, 
7 pages (“The Basis of Progress,” Chap. xxvii) to 43 pages (“ Women 
in Industry,” Chap. ix). The median length is 26 pages. 

Such a statistical analysis of a book is, of course, unusual. But 
the naming of the chapters and emphasizing their relative length by’ 
way of illustration is not intended by the reviewer to suggest that: 
these topics are entirely foreign to a course in “Labor.” Of course’ 
they are not. It is the reviewer’s opinion, however, that the book’ 
contains too long a list of topics to be included in a year’s course in: 
college, and that each chapter is not only too loosely related to the: 
others but is in itself too much of an outiine with inadequate develop-; 
ment of the subject that is being treated. In other words, the treat-! 
ment lacks unity. 

Together with lack of unity, there is also insufficient emphasis‘ 
on essential elements. Chapter xiv deals with the topic: ‘“ Industrial: 
Unrest.” This is “an inclusive problem.” In 32 pages are treated: 
the following subdivisions: “ Definitions”; ‘‘ Development and Extent; 
of Strikes and Lockouts in the United States”; ‘“‘ Economic Waste! 
of Strikes and Lockouts”; “Causes of Industrial Unrest”; “Legal: 
Status of Unions and Union Methods”; ‘Use of the Injunction in! 
Industrial Disputes’; ‘‘ Violence and Force in Strikes”; and “Con-! 
clusions.” Other chapters are similarly “inclusive” in the list of 
paragraph headings and similarly brief in length of treatment. “ Social , 
Insurance” (chap. xxvi) has 22 pages; “Labor Legislation” (chap. : 
xxv) has 29 pages; “Socialism” (chap. xxiv) has 26 pages. ‘ 

The amount of material brought together in the book is evidence / 
of the author’s wide study, inclusive organization, and general accuracy } 
of scholarship. Much of the material is in the nature of historical } 
summary and much more deals with latest developments. The plan 
of presentation, setting off the pros and cons of disputed points, is - 
evidence of unbiased treatment and is to be commended. 

With such an array of material as is presented in the book, it is 
difficult for a reviewer to keep within reasonable limits and make 
specific references to subject-matter. On page 337 it is stated that © 
“an organization which in one period may be conservative may at a : 
later period be revolutionary and vice versa Once extremely : 
radical, the Western Federation of Miners is now fairly conservative, : 


‘ 
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while the traditionally conservative Railroad Brotherhoods have 
endorsed recently a program for nationalization of the railroads.” 
Clearly there are very different types of “radicalism” and ‘‘revolu- 
tion”’ referred to in this contrast. The words are not well chosen 
when they are made to characterize the railroad brotherhoods as 
either radical or revolutionary in the Western Federation of Miners’ 
sense of these two words. 

The chapter on “Socialism” (p. 566) opens with the statement 
that “of all the remedies proposed for labor problems the most radical 
is socialism.” To introduce socialism with this opening sentence is a 
bit daring. After discussing a definition, the author names seven 
types of socialism, the last of which is Bolshevism. By Bolshevism 
appears to be meant a form of communism, though it is not made 
clear in the text. (Is Bolshevism a form or type of socialism?) Then 
comes the statement (p. 572), “‘although there are some points of 
resemblance among all of these theories and practices (socialism, trade 
unionism, syndicalism and anarchism), they are far from being identi- 
cal.”” Is syndicalism to be understood to be a form of socialism ? 
On page 573 it appears that “‘syndicalism and bolshevism have much 
more in common than have collectivism and syndicalism.” Bolshe- 
vism is the seventh stage of radicalism within socialism, and syndi- 
calism does not appear in the seven-fold division. The next paragraph 
begins: “Anarchism is erroneously referred to as a form of socialism. 
rer Anarchism is in reality the antithesis of socialism.” In the 
light of the statements made during the course of the chapter, one 
must ask if the opening statement is accurate; is socialism the most 
radical of all the remedies for labor problems? The chapter refutes 
its own opening statement. 

Brevity again leads to trouble in the chapter on Labor Legislation 
(chap. xxv). On page 617 a sentence begins: “Because of their 
unfavorable decisions in cases involving the constitutionality of legisla- 
tion designed to protect the workers, courts have been condemned. 

...” It is of course true that courts have upheld many such 
statutes and have declared many others unconstitutional. But 
which of these are “unfavorable” and to whom are they “unfavor- 
able”? It does not appear that a decision is necessarily unfavorable 
because it holds that a particular measure designed to benefit laborers 
is not in accordance with the principles laid down for all legislation in 
the constitution. Again to say that these decisions have been ‘‘con- 
demned”’ without saying by whom they are condemned, does not give 
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the correct impression. The reviewer will agree that many cases 

have been decided unfavorably to the interests of labor, and also the. 
reviewer has aided in “condemning”’ the personnel of some courts. 
that have rendered such decisions, but it must be admitted that there: 
is no such general agreement as is implied in the author’s statements. i 
A similar condensation is found on page 370 under the topic, “ Restric- ; 
tion of Output.” The conclusion to the chapter on “Industrial: 
Unrest” (p. 328) begins: “Unrest among the industrial masses is the ; 
product of unremedied but remediable conditions in social and: 
economic life.” There is a glow of optimism to such a conclusion : 
that will cheer the more hopeful readers. It is disappointing to notice . 
that no prescriptions by way of remedies for the remediable conditions ; 
appear. i 
These comments are not offered in the spirit of carping criticism. ‘ 
They are intended to emphasize specifically the only real criticism . 
that can validly be offered. The topics treated are too many and too : 
varied to be handled adequately in a single volume of this size. Hav- : 
ing made up the list of chapters, the necessity for condensation : 
appears to have driven the author to a form of brevity that, in the | 
main, says too much rather than too little. Neither a reader nor a © 
student can be “introduced” to so many “labor problems” in such — 
rapid succession without being liable to fall into the habit of that 

most dangerous of all methods of thinking in this field—too rapid - 


and too broad generalization. 
GEORGE GORHAM GROAT 
UNIVERSITY OF VERMONT 


Sharing Profits with Employees. A Critical Study of Methods | 
in the Light of Present Conditions. By James A. Bowr, { 
M.A. London: Sir Isaac Pitman and Sons, Ltd., 1922. } 
Pp. ix+222. 

Mr. Bowie has a gospel to propagate, but he is so frank about its 
limitations, so critical in setting it forth, and so clear and thorough in 
the analysis which leads to it (incidentally most of the book is taken up 
with the analysis), that the most hardened skeptic about copartnership 
must be quite prepared to give him a hearing when the final chapters 
are reached. Although the author’s competence is sufficiently 
attested by the book itself, it may be added that he is a lecturer in 
economics in the department of industrial administration of the 
College of Technology, Manchester. 
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Considering profits as the storm center around which many of 
our modern industrial difficulties gather, Mr. Bowie begins by review- 
ing briefly two widely separated approaches to the problems which 
they raise: that of the Labor Left and that of the typical employer. 
To the former the profit-taking scheme of conducting business is 
simply immoral, a more or less unlimited opportunity for exploita- 
tion. This attitude has been accentuated by “profiteering” during 
and since the war, but there is no difference except one of degree 
between “profit-taking” and “profiteering.” The statement of the 
employer’s position is a clear and fair reiteration of the necessity of 
profits as an incentive; reminiscent of both chamber of commerce 
dinners and economic textbooks. The question to be raised by the 
book is whether, granting that profits are both maldistributed and 
at the present time indispensable, it is possible to bridge the chasm by 
a wages-plus-profits remuneration for all ranks in industry. Not, 
of course, a new question, but nowhere, in the reviewer’s opinion, will 
the reader find a better marshaling of the evidence necessary for 
judgment. 

As to cash profit-sharing, says Mr. Bowie after a thorough sampling 
of English experience from 1829 to date, “there can hardly be two 
opinions” (p. 92). “.... Every industrial innovation must justify 
itself on one of two grounds: either it must sweeten social relationship 
or promote the efficiency of production [Introduction, p. vil. 
Does cash profit-sharing justify itself on either of these grounds? 
Briefly put, the conclusion . . . . is that it doesnot. From the point 
of view of increasing production it is incomparably inferior to an 
equitable system of payment by results. As a means of promoting 
industrial integration by improving the status of the wage-earner, it 
is, apart from special cases, quite ineffective.” 

Of the 380 schemes which have been started in England, more 
than one-half have failed (p. 65). “The total number started... . 
from 1829 to 1900 was 194. Of these only thirty-six were in operation 
at 31st October, 1919; the remaining 158 had ceased to exist. This is 
perhaps a truer test of longevity than any consideration of those 
started since 1900. But ... . in the five years 1901-5 some twenty- 
five schemes were started; of these thirteen have now ceased to exist. 
Of the fifty-five started from 1906-10, sixteen are now abandoned.” 
The survival percentage of the sixty-two started in the next five 
years is 82.3; that of the forty-four from 1916-19 is 100. “The 
average duration of the abandoned schemes was rather over eight 
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and a half years, but one-third of them came to an end before the H 
fourth, and one-half of them before the seventh year of the experiment. i 
Of those schemes which survive [italics are the reviewer’s] the averaye _ 
duration (excluding schemes started in 1919) was only about fourteen 
years.” 

Of the 182 survivals, Mr. Bowie goes on to point out, thirty-six q 
are gas companies, which he later shows to be a speciel case, with 
exceptionally favorable conditions for success. A further numbdr y 
have gone beyond profit-sharing and have developed in the directich | 
of workmen’s productive societies, through copartnership, with a 
much fuiler democratization of control. Finally, “the mere fact of 
survival is no proof of success. In many cases where schemes are 
still in existence employers and worker’s are very lukewarm in the j 
matter.” J 

The reasons for failure are many, among those listed being: the 5 
smallness and inconsequence of the bonus (the average in the schemes 
where the bonus is known for the years 1901-18 was about three 4 
weeks’ wages per year); the remoteness of the dole with respect to 
the efforts which it is supposed to call forth; the almost inevitable i 
tendency of the worker to look upon his usual dole as a right, undis- 
tinguished from wages, with resulting trouble when it ductuates in i 
amount; the tendency of the annual cash distribution to raise all 
kinds of suspicions and criticisms of the basis of distribution of the 
proceeds of the business without providing any adequv~te means of ; 
answering them; the workers lack of any effective control over the 4 
conditions on waich the payment of the cash bonus depends. 

Of copartnership, however, Mr. Bowie is more hopeful: copartner- 
ship meaning “profit-sharing plus the ownership of capital and the 
control that ownership implies,” the purpose being “to knit up the \ 
interests of the worker with the prosperity of the business.” 

He insists, however, that any scheme of this sort, to be effective, i 
must actually change the status of the wage-earner: it must be a 
bona fide experiment in the sharing of control, if at the beginning only 
a very tentative and cautious one. “The real merit in co-partnership | 
does not rest in its profit-sharing basis, but in the fact that it makes 
the wage-earner a shareholder. Co-partnership may be arrived at 
by other avenues, but the merits of the accomplished fact can be 
considered apart from the means of reaching it” (p. 150). 

The minimum conditions which must be met if copartnership is 
to be real and effective he lists as follows (pp. 152-61): 


5 SS 
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1. Primary conditions 

a) There must be a definite and detailed plan discussed and agreed 
upon by the accredited agents of both parties. 

b) The standard rate of wages must be paid. ‘“‘There must be no 
pitting of the co-partnership benefits against those of labor organiza- 
tion.” 

c) The benefits must be substantial—in average years at least a capital 
sum equivalent to an additional three weeks’ wages per annum. 

2. Secondary conditions 

a) Shares should not be gifted to the employees. The better method 
is to distribute the profit-sharing bonus in the form of shares, or 
(preferably) to make the scheme a contributory one, at the same time 
offering special inducements. 

b) The shares should be ordinary, not preferred with a fixed dividend, 
although they should have a prior charge on the assets and be redeem- 
able at par. ‘Unless the worker feels that the firm’s prosperity is 
immediately reflected in the dividend he receives, there is no tie to 
knit his interests to the business.” 

c) The employee-copartner should acquire the usual rights and duties 
of other shareholders. 

d) He cannot be allowed the same freedom of disposal of his shares as 
the ordinary shareholder, although “provision should be made to 
enable him to cash his shares in an extreme emergency.” 

e) “The whole scheme requires a high degree of courage on the part of 
the employer. .... The multiplication of a small holding by the 
number of employees may represent a large share of capital. There 
is a great danger in imposing any limit to the total number of shares 
employees may hold.” 


In addition to the control held by the employee through his 
voting rights as a stockholder, Mr. Bowie adds (p. 161), he should be 
represented on a joint committee centering around the operations of 
the copartnership scheme. ‘“‘This committee will be quite distinct 
from a works committee; it is a committee of co-partners interested 
in the retrospect and prospect of the undertaking as a whole with 
special reference to the share accruing to the workers.” 

This is to sketch in very inadequate fashion a carefully reasoned 
argument which meets frankly and clearly the many obvious objections 
which may be raised by either employer or trade union to the wholesale 
development of this type of organization, and the difficulties in the 
way of its general adoption. The practical possibility of carrying 
out all these terms successfully Mr. Bowie predicates on his analysis 
of the experience of several English firms, notably that of J. T. and 
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J. Taylor, Ltd., woolen cloth manufacturers, whose experiment is 
now nearly thirty years old. These “pure” copartnership schemes, 
although few in number, seem to have had a very stable history as 
compared with that of the cash profit-sharing experiments. 

Mr. Bowie knows what he is talking about. One cannot quarrel! 
seriously with his analysis. If there is a place for differing with hin) 
it lies in the hopefulness with which he urges copartnership as an 
immediate “way out.” What he is saying fundamentally is that 
“‘capital must give up its autocracy and divide its spoils and its power, 
labour must give up its craft sectionalism and assume industria! 
responsivility [p. 208]. Such joint action can be secured throug) 
co-partnership by means of contributory share-holding, becausd 
employers with courage, vision and energy have already proved it d 
possibility.” At bottom this sounds very much like Mr. Hobson’! 
“revolution by consent.” 

It is useful to know that simon-pure copartnership can be madé 
to succeed: it is another thing to expect its early general adoption 
At the present time, entrepreneurship finds much of its satisfactior 
(and incentive) in the power to control as well as in profits. The 
unusual manager or employer with an experimental turn of mind may 
get equal satisfaction out of making copartnership work, and his tribe 
may increase. Is there any reason to suppose, however, that the 
great mass of employers will heed an appeal to share control ané 
profits because it is -,ossible, any more than people have usually 
heeded the preacher’s admonition to be good because it is possible? 
The full realization of Mr. Bowie’s proposals would involve a trans- 
formation to a very different economic society from the one. with 


which we are familiar. 
Curtice N. HitcHcock 

University oF CHICAGO j 

a 

The Twelve-Hour Shift in Industry. By the Committee on Work-. 

Periods in Continuous Industry of the Federated American 

Engineering Societies. New York: E. P. Dutton & Com- 
pany, 1922. Pp. ix+302. $3.50. 

This is a report of investigations made by Horace B. Drury and 
Bradley Stoughton for ‘‘The Committee on Work-Periods in Contin- 
uous-Industry of the Federated American Engineering Societies.” To 
Mr. Drury the committee had assigned the task of ascertaining (a) 
the extent of two-shift work in continuous-process industries other' 
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than the manufacture of iron and steel (upon which he had already 
reported), and (b) the experience of those manufacturers who had 
changed from two-shift to the three-shift or some other system. To 
Mr. Stoughton the committee had assigned the task of studying the 
technica] aspects of changing from a two-shift to a three-shift system 
in the iron and steel industry. Part I (pp. 3-24) of the volume con- 
tains a summary of the detailed reports, Part II (pp. 27-216), Mr. 
Drury’s general survey of some forty or fifty continuous-industries, 
and Part III (pp. 219-93), Mr. Stoughton’s report on the iron and 
steel industry. 

While Mr. Drury did not, of course, undertake to make a census, 
his survey was extensive enough to provide for the first time an 
inclusive list of the chief industries in which continuous processes are 
found, the approximate number of wage-earners employed in them 
on shift-work, and the number working on twelve-hour shifts. ‘‘There 
are upwards of forty continuous-industries operating more or less 
completely upon a shift-system. They employ between 500,000 and 
1,000,000 wage-earners on shift-work. ... . There have been (prior 
to the late depression) probably 300,000 wage-earners working on 
twelve-hour shifts. They and their families number more than 
1,200,000 persons.” The several industries are arranged into four 
main groups, (a) heat-process industries, (6) chemical industries, (c) 
heavy equipment industries, and (d) service industries, and the facts 
and the experience with various shift arrangements are presented for 
each in order. The work bears evidence of having been well done 
and the data are a valuable addition to our knowledge of the hours 
of labor. The details bring out clearly the problems involved, and 
the experience with different substitutes for the twelve-hour shift. 
The difficulties met with in some cases in working out a substitute 
for the two-shift system and the diversity of results found cause the 
engineers, who recognize the twelve-hour shift day is too long when 
measured by twentieth-century ideas as to the conditions of industry, 
to reach conservative ideas as to the method to be employed in securing 
a veritable work-day. The positive conclusions are too numerous 
and would require too much space to be set out here. Their general 
nature may be indicated by the following quotation (p. 6): 


Facts developed by the investigation definitely prove that there is no 
broadly applicable way of striking a balance between the losses and gains 
inherent in the change from the two-shift system of operation. If any one fact 
stands out above the others it is that the change cannot advantageously 
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be made by fiat. Our judgment is that to effect the change suddenly; or 
without adequate preparation is sure to cause lowered production. ‘On 
the other hand it is our judgment that when the chance is pre-planned snd 
the cooperation of every one is enlisted gains will accrue to everyone con- 
cerned—to workers, management, owners and the public. 


Naturally Mr. Stoughton’s report is rather technical and will’ be 
of interest chiefly to the engineer. The economist and those interested 
in labor legislation will be disappointed in the chapter (xviii) :on 
“Labor Costs and Total Costs,” for it contains little except general 
statements. Such cost data as were gathered were for the most part 
to be treated as confidential. } 

The volume is the engineer’s product. While a wider point} of 
view is indicated as needed, the report runs in terms of output aind 
immediate production costs. The length of work day is not merely 
a business question; if entirely sound conclusions with reference to 
public policy are to be arrived at, the value of time away from werk 
and what it means to the worker and society must be given much 
weight. Moreover, “costs’’ must be broadened so as to allow ‘or 
the ong-run “‘overhead costs” in which society is interested. 


H. A. Mit1r 


UNIVERSITY OF CHICAGO 


The Rural Community. By LLEWELLYN MacGarr. New York: 
The Macmillan Co., 1922. Pp. 239. | 


Many rural communities are taking a more lively and intellige:at 
interest in their }ocal affairs. The present volume is an elemente‘ry 
textbook intended for the use of civic classes, local clubs, stu:ly 
classes, and reading circles. It is designed to inspire and direct 
intelligent laymen, especially young people, in the study of their 
home community. It deals only with the more obvious aspects fof 
rural community life but contains much up-to-date material. The 
forms and functions of rural] institutions are discussed, however, 
with little consideration of the underlying social forces. The book 
is well organized for teaching purposes since there are ample stu;ly 
suggestions, questions, and classified bibliographies. Under the 
direction of trained leaders groups of interested persons might well 
make effective use of such a guide. 

ERLE FIsKE YOUNG 
UNIVERSITY OF CHICAGO : 
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